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ABSTRACT 
This study investigated how relationship-oriented behaviors of suppliers and 
customers affected financial performance of firms through three relationship performance 
outcome variables: (1) supplier relationship performance, (2) product and service quality 
performance, and (3) customer relationship performance. A mailed survey was used to 
collect data nationwide from 1,000 randomly selected restaurant owners and presidents in the 
United States. Results showed that relationship-oriented behaviors (i.e., supplier and 
customer relationship-oriented behaviors) positively and significantly affected relationship 
performance outcomes and in turn financial performance. Results supported the usefulness 
of the framework that synthesizes concepts of both business-to-business and business-to-
customer relationship marketing/management. Findings suggest that building relationships 
with suppliers and customers plays an important role in providing value to restaurant firms 
and stakeholders such as suppliers and customers, leading to high financial performance of 
the firms. Furthermore, customer-related issues such as customer needs, customer 
complaints, and employees' interpersonal skills received the highest mean scores, implying 
that customer care should be the top priority in employee training. 
Keywords: Supplier relationship-oriented behaviors; Customer relationship-oriented 
behaviors; Supplier relationship performance; Product and service quality performance; 
Customer relationship performance; Financial performance; Employee training; Restaurant 
industry 
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CHAPTER I. INTRODUCTION 
Over the past decade, a major shift has occurred in the ways that firms approach their 
suppliers and customers. The terminology used to describe this shift includes relationship 
marketing/management. The growing trend of partnering with external suppliers and end 
customers has been driven by the needs of customers who demand customized products and 
services and by the needs of firms that pursue value creation for customers and the firms. 
Accordingly, firms have sought trusted partners in business networks such as business-to-
business (B2B) and business-to-customer (B2C) relationships (Berry, 1995; Morgan & Hunt, 
1994). 
One of managers' important tasks in contemporary marketing is to identify the 
potential for relationships with suppliers and customers to positively affect firm performance, 
both financial (e.g., profit margins) and non-financial (e.g., relationship performance 
outcomes). As firms rely more on the help of suppliers to maintain competitive advantages, 
effective supplier relationship management has been recognized as an important strategy to 
achieve long-range financial and value-added benefits of the relationship. Customer 
relationship management also has been emphasized as a critical firm strategy for 
accomplishing success as customers increasingly want to be part of the interaction and be 
knowledgeable about development of relationships with the firm. 
The B2B marketing literature has broadly discussed benefits of building cooperative 
buyer-supplier relationships (Ganesan, 1994; Jap & Ganesan, 2000; Morgan & Hunt, 1994). 
Most B2B studies have explored how relational processes lead to relationship performance 
outcomes such as trust, commitment, cooperation, and satisfaction. Much effort also has 
been expended in examining (1) types of relationship behaviors (Heide & John, 1992), (2) 
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the impact of buying firms' relationship behaviors on financial performance (e.g., sales 
growth) of the buying firms (Lusch & Brown, 1996), and (3) the impact of supplying firms' 
relationship behaviors on buying firms' operation costs (Cannon & Homburg, 2001). In 
general, results of these studies suggest that supplier relationship-oriented behaviors 
(SROBs) of buying firms should be encouraged because such behaviors lead to high 
performance of the buying firms via suppliers' improved input to a firm's product and 
service offerings. Improved supplier performance in product and service quality enables 
buying firms to produce quality products and services and thereby to meet their customers' 
needs. 
B2C relationship marketing also has been a central theme in firm success (Berry, 
1995). The benefits of B2C relationship marketing/management come from continued 
patronage by loyal customers, who are less sensitive to price over time and who contribute to 
reducing marketing costs (Gwinner, Gremler, & Bitner 1998). Loyal customers are less 
likely to switch to a competitor solely because of price, and tend to actively engage in 
positive word-of-mouth (e.g., recommendation for purchasing products/quality) and provide 
referrals to others (Bowen & Shoemaker, 1998). Even when firms focus their efforts on 
retaining customers by building good relationships, customers may resist the firms' offers 
because of availability of competing choices. Thus, firms need to establish highly 
differentiated tenets of customer relationship-oriented behaviors (CROBs) and continue to 
improve such behaviors (Deshpandé, Farley, & Webster, 1993; Houston, 1986; Kohli & 
Jaworski, 1990; Narver & Slater, 1990; Shapiro, 1988). 
Despite the well-documented benefits of relationship marketing/management in the 
B2B and B2C relationship context, several critical issues still remain unaddressed. First, a 
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conceptual framework for understanding relationship-oriented behaviors - SROBs and 
CROBs - and their processes has been underdeveloped. Hospitality managers recognize that 
cooperative relationships with external suppliers help hospitality firms succeed in the long 
run, deliver high product and service quality to customers, lower procurement costs, and take 
a competitive position in the marketplace (Crotts, Coppage, & Andibo, 2001). Customer 
relationships also have been widely advocated in the service industry because customers seek 
ongoing relationships with service providers not only to reduce their perceived risk in 
evaluating intangible services but also to pursue the interpersonal focus of services (Gwinner 
et al., 1996; Lovelock, 1983). 
Second, firms' particular behaviors driving relationships with suppliers and customers 
have not been fully explained. Hospitality firms are engaged in multiple business 
relationship behaviors (e.g., SROBs and CROBs) because they believe that such relationship-
oriented behaviors generate mutual benefits to the involved parties. Thus, these behaviors 
are important in creating values for both customers and firms (Porter, 1985). Nonetheless, 
how these relationship-oriented behaviors bring value to the firms' bottom line is relatively 
unknown. 
Third, few studies have examined how firms improve their CROBs. Although 
CROBs have been explained in different ways with terms such as market orientation (Kohli 
& Jaworski, 1990; Narver & Slater, 1990), customer orientation (Deshpandé et al., 1993), 
and marketing concept (Houston, 1986), their thrust remains placing customers at the center 
of the strategic focus. CROBs have become a central theme in mission statements of many 
profit and non-profit organizations. However, the lack of constant efforts to improve CROBs 
may lead to superficial changes in organizational practices related to their customers. Kohli 
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and Jaworski (1990), for instance, insist that firms attempt to enhance the quality of CROBs. 
Pelham (1993) argues that future research should focus on understanding how firms will 
have to provide value to customers beyond merely gathering and disseminating customer 
information. To address these issues, employee training must be considered. Training assists 
employees in developing a holistic view of a service strategy and specialized skills by 
enabling them to understand the role of each individual in relation to customers, competitors, 
and the various functions within a firm (Grônroos, 1990). 
Finally, the importance of SROBs and CROBs has been acknowledged on the basis of 
their assumed associations with firm performance measured by both financial (e.g., profit and 
return on investment) and non-financial (e.g., new product success and innovation) 
performance. Nonetheless, many studies have yielded mixed findings, which limit their 
strategic value to corporate decision makers. For example, in one study, no relationship 
between SROBs and financial performance was found (Lusch & Brown, 1996). Studies 
relating CROBs to firm performance also have resulted in equivocal findings (Bhuian, 1997; 
Diamantopoulos & Hart, 1993; Greenly, 1995; Jaworski & Kohli, 1993). These inconsistent 
results suggest the need for further research to identify mechanisms that can strengthen the 
relationships. New mechanisms can be non-financial performance information, such as 
relationship performance outcomes (e.g., supplier relationship performance and product and 
service quality) that can reflect financial performance of the firm. 
Employee training is very important in the service industry because the industry is 
labor-intense and service is the product. The increasing pressure to improve firm 
performance forces marketers to focus their efforts on individual learning (Kunneman, Key, 
& Sleezer, 1999). Such pressure also has required educators to better prepare students for 
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their unique edges in future job markets (U.S. Department of Education Office of 
Educational Research and Improvement, 2000). Employee training has important 
implications for customer education. Because employees are the primary contact point for 
the customer both before and after a purchase, they play a major role in building favorable 
customer attitudes toward a product or firm, for example, by sharing information with the 
customer. Good employee training allows employees to enhance their knowledge, skills, and 
behaviors so as to help educate customers and thus contribute to improving firm 
performance. However, little attention has been paid to providing industry employers and 
scholars with useful information on how to educate customers. Thus, employee training 
becomes another critical variable in creating high financial performance of a firm. 
Purpose of the Study 
This study investigates how supplier and customer relationship-oriented behaviors 
affect financial performance of firms through three relationship performance outcome 
variables: (1) supplier relationship performance, (2) product and service quality performance, 
and (3) customer relationship performance. The B2B relationship marketing/management 
literature suggests that buying firms' SROBs help improve business performance of 
supplying firms with regard to quality and delivery, thereby leading to improved business 
performance of the buying firm. The B2C relationship marketing/management literature 
suggests that firms' CROBs affect aspects of product and service quality performance and 
customer relationship performance (e.g., customer satisfaction), which, in turn, affect 
financial performance of the firms. 
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To examine the relationships among these variables, an integrative model that 
synthesizes features of supplier and customer relationship marketing/management practices 
was developed and tested, using independent restaurant firms. The study also attempts to 
explain the role of effective employee training in achieving firms' desirable financial 
performance. More specifically, the objectives of the study are to: 
1. develop and test a conceptual model of relationship-oriented behaviors that integrates 
supplier and customer relationship marketing/management concepts; 
2. examine how SROBs of a firm affect supplier relationship performance and product 
and service quality performance of the firm; 
3. investigate how CROBs of a firm affect its product and service quality performance 
and customer relationship performance; 
4. explore relationships among financial performance and three relationship 
performance outcomes - supplier relationship performance, product and service 
quality performance, and customer relationship performance; and 
5. evaluate the role of employee training programs in restaurant firms. 
Definition of Terms 
Theoretical and operational definition of key terms is as follows. 
Customer relationship: Customer relationship refers to a relationship between a firm and its 
external (or end) customers. 
Supplier relationship: Supplier relationship refers to a relationship between a buying firm 
and its external suppliers in the B2B (or firm-to-firm) context. 
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External (or end) customers and suppliers: External customers and suppliers are terms 
used to distinguish these customers and suppliers from internal customers (e.g., employees) 
and internal suppliers (e.g., a warehouse). 
Supplying firm and buying firm: A supplying firm (e.g., fresh products provider and/or 
manufacturer) is one that supplies its materials and products to a buying firm (e.g., 
restaurant). 
B2B relationship: This refers to a business (firm)-to-business (firm) relationship. 
B2C relationship: This refers to a business (firm)-to-customer relationship. 
Supplier relationship-oriented behaviors (SROBs): These are operationahzed as the extent 
to which restaurant firms share information with their suppliers and are involved in 
improving suppliers' performance. 
Customer relationship-oriented behaviors (CROBs): These are conceptualized as 
consisting of three behavioral components, including customer orientation, competitor 
orientation, and training orientation. 
Supplier relationship performance (SURP): This is conceptualized as restaurant firms' 
perceptions of their supplier performance on supplied product and service quality and 
delivery. 
Product and service quality performance (PRSQ): This refers to overall product and 
service quality as perceived by restaurant firms, as it is delivered to the firms' customers. 
Customer relationship performance (CURP): This captures restaurant firms' performance 
regarding customer satisfaction, customer retention, customer loyalty, market share, and 
ability to charge a premium price. 
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Finance performance (FINP): This is conceptualized as profit margins, return on equity, net 
profits, overall profitability, and new product sales. 
Environment: Because this study focuses on investigating performance at the level of the 
whole organization, the relevant level of the firm environment focuses on the task 
environment, which is composed of suppliers, customers, competitors, and regulators 
(Castrogiovanni, 1991; Dess & Beard, 1984; Olsen, West, & Tse, 1998). 
Dissertation Organization 
Chapter 1 provides a general introduction to the research and states the objectives of 
the research. The second chapter reviews literature relevant to CROBs, SROBs, supplier 
relationship performance, product and service quality performance, customer relationship 
performance, and financial performance; it discusses linkages between these variables, 
proposes a conceptual research model, and develops hypotheses. Chapter 3 details 
methodology, including instrument development, sample selection, data collection, and data 
analysis. Chapter 4 provides results of preliminary analyses, hypothesis tests, and discussion. 
Chapter 5 presents a summary of the research, implications of results, and suggestions for 
future research. Finally, appendices provide additional materials, including the survey 
instrument and the correlation matrix. 
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CHAPTER II. LITERATURE REVIEW 
This chapter provides a synthesis of the theoretical and empirical literature used in the 
development of the research model and hypotheses. In the first section, the theoretical 
background on relationship marketing appears with a focus on B2B and B2C relationships. 
The second section examines relationship-oriented behaviors - SROBs and CROBs. The 
third and fourth sections review the impact of these behaviors on relationship performance 
outcomes and financial performance. A proposed conceptual model and hypotheses are 
presented in the fifth and sixth sections. 
Relationship Marketing/Management 
Overview 
Relationship marketing/management (RM) has emerged as a major business strategy 
during the past decade. Although RM has been defined in various ways by researchers 
(Berry, 1983; Evans & Laskin, 1994; Grônroos, 1990; Morgan & Hunt, 1994), it is 
commonly defined as a set of marketing activities and behaviors that can attract, maintain, 
and enhance customer relationships, and create value for involved parties including 
customers, firms, and other stakeholders over time. RM aims to build long-term, trusting, 
and mutually beneficial relationships with profitable customers, individuals as well as firms. 
Increased demand for building customer relationships is mainly attributed to factors such as 
increased fragmentation of markets (Shani & Chalasani, 1992), shorter product life cycles, 
altered customer buying patterns, greater customer knowledge (Webster, 1992), continued 
growth of the service economy, and increased competition (Lehtinen, 1996). Consequently, 
marketers have eagerly advocated the philosophy of RM (Gummesson, 1994). 
10 
B2B relationship marketing/management 
RM originates from and has thus far been discussed in the B2B relationship 
marketing literature (Anderson & Narus, 1984; Crosby & Stephens 1987; Dwyer, Shurr, & 
Oh, 1987; Geyskens, Steenkamp, & Scheer, 1996; Morgan & Hunt, 1994; Noordeweier, 
John, & Nevin, 1990). Cooperative buying-supplying firm relationships facilitate cost 
reduction and quality improvement for both parties by building trust-based relationships that 
can minimize transaction costs (Barney & Hansen, 1995; Doney & Cannon, 1997; Hill, 1995; 
Lewin & Johnston, 1997; Lohtia & Krapfel, 1994). Such partnerships, however, not only 
may be costly to establish and maintain but also may reduce a buying firm's ability to switch 
from inefficient suppliers (Heide & John, 1992; Nielson, 1996). Researchers have suggested 
that more research is needed to better understand buyers' attitudes and behaviors during their 
relationships with suppliers in industrial markets (Barnes 1994; Dwyer et al., 1987; Webster 
1992). In addition, although restaurant firms recognize the benefits (e.g., savings and 
lowering of procurement costs) from supplier relationships, how these benefits are obtained 
and how the relationships affect financial performance have not been fully examined. 
B2C relationship marketing/management 
The value of RM also has been increasingly recognized in the B2C environment 
because of its perceived ability to enhance customer relationships, a prerequisite to effective 
marketing (Foumier, 1998; Gwinner et al., 1998; Iacobucci & Ostrom 1996; Kotler, 1992; 
Perrien & Ricard, 1995; Shani & Chalasani, 1992; Sharma & Sheth, 1997; Zinkhan, 1994). 
Gathering and use of customer information for purposes of enhancing relationships with 
customers are considered important to improving competitive positions of service providers 
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(McCutcheon & Wang, 1995). Customers increasingly look for service providers who offer 
value in terms of not only acceptable prices but also relationships (Arnold, Handelman, & 
Tigert, 1996). Because of the intangibility and the interpersonal focus of services (Gwinner 
et al., 1996), customers are more likely to form relationships with organizations that offer 
services than with organizations that offer tangible goods. Despite the blossoming of RM, a 
conceptual framework for understanding RM is still underdeveloped. 
Relationship-Oriented Behaviors 
Supplier relationship-oriented behaviors (SROBs) 
Competitive advantages may no longer reside in a firm's own innate capabilities, but 
rather in the relationships and linkages that the firm builds with external organizations 
(Ganesen, 1994; Lewis, 1995). Developing collaborative relationships with suppliers enables 
buying firms to improve product and service quality, reduce operational costs (Cannon & 
Homburg, 2001; Kalwani & Narayandas, 1995; Newman, 1988), satisfy the requirements of 
the buying firms' end customers, and increase market share. Such cooperative relationships 
between buying and supplying firms help both parties compete more effectively in their own 
marketplaces. 
Buying firms' SROBs aim to generate high financial performance by increasing their 
capabilities to provide defect-free products to customers, based on enhancement of suppliers' 
capabilities to better perform with respect to the quality of products/services and delivery. 
SROBs include information sharing (Krause, 1997), supplier rewards and recognition (Gait 
& Dale, 1991), supplier education and training (Gait & Dale, 1991; Monczka, Trent, & 
Callahan, 1993), exchange of personnel (Hartley & Choi, 1996), buying firms' direct 
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investment in their suppliers (Gait & Dale, 1991), and promise of current and future benefits 
(Monczka et al., 1993). These behaviors contribute to lowering procurement costs and 
improving product and service quality (Crotts et al., 2001). Although these relational 
behaviors are likely to vary depending on situational conditions, two behaviors- buying 
firms' information sharing with suppliers and buying firms' involvement in performance 
improvement of suppliers - are likely to be most important when the products and services 
are complex and intangible and when business environments are highly competitive. 
Information sharing 
B2B relationship research has identified information sharing as one of the central 
elements of working relationships. Anderson and Narus (1990) discuss how two 
organizations exchange information to coordinate and plan working relationships that result 
in achieving operational efficiency for buying firms. The extant literature points to the 
importance of information sharing in maintaining successful buying-supplying firm 
relationships (Heide & Miner, 1992) and enhancing buying firms' performance (Lusch & 
Brown, 1996). Inaccurate information sharing often undermines buying firms' efforts to 
achieve increased levels of supplier performance (Lascelles & Dale, 1989). 
Information sharing behaviors of buying firms can encourage both buying and 
supplying firms to identify and solve problems related to lowering costs, improving product 
and service quality, and delivering on time. Accordingly, buying firms can achieve high 
profitability by providing their suppliers with information related to new menu introduction, 
demand, business strategy, and performance. These behaviors of buying firms ultimately 
lead to improved suppliers' capabilities to better produce products and services that can meet 
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the needs of end customers. However, few studies have investigated how information 
sharing behaviors of buying firms are related to supplier relationship performance outcomes 
and product and service quality performance of the buying firms. 
Buying firms' involvement 
Buying firms' involvement in improving supplier performance is important because it 
helps correct suppliers' shortcomings in product and service quality and delivery 
performance, thus increasing buying firms' ability to provide defect-free products (Hahn, 
Watts, & Kim, 1990; Krause, 1997, 1999). It should be noted that involvement is an 
organizational construct embracing types of activities and behaviors in which two 
organizations engage. 
Although the industrial marketing and operations management literature suggests 
numerous involvement activities and behaviors of buying firms, the current study builds on 
the discussions by Krause (1999) and Krause and Ellram (1997). According to these 
researchers, involvement activities and behaviors are very extensive, including formal 
assessments of suppliers (Giunipero, 1990; Watts & Hahn, 1993), supplier education and 
training (Gait & Dale, 1991; Krause, 1997, 1999; Monczka et al., 1993), assistance in solving 
performance problems of suppliers, provision of guidelines/procedures to improve supplier 
performance (Krause & Ellram, 1997), and site visits by buying firms (Krause, 1997, 1999; 
Masson, 1986). Buying firms' involvement, for the current study, describes these activities 
and behaviors identified by previous studies. 
Buying firms' involvement in these activities and behaviors has been recognized as 
helpful in meeting firm strategies by linking the external suppliers' capabilities to the internal 
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requirements established for the strategies (Gait & Dale, 1991; Hahn et al., 1989, 1990; 
Watts & Hahn, 1993). However, additional empirical efforts are needed to validate these 
conceptual studies. A few previous empirical studies (Lascelles & Dale, 1989; Monczka et 
al., 1993) have provided at least some understanding of how these behaviors could contribute 
to improving the performance of buying and supplying firms in the hospitality context. 
Customer relationship-oriented behaviors (CROBs) 
A major goal of relationship marketing/management is to retain the most profitable 
customers. Directing firms' resources toward potential customers that represent neutral or 
even negative revenues may jeopardize the firm's service delivery to profitable customers 
(Storbacka & Lehtinen, 2001). Therefore, firms attempt to develop profitable customers by 
taking actions necessary to understand the needs of these customers and monitor competitor 
strategies. Such activities and behaviors pertain to CROBs, which are often associated with 
market orientation (Kohli & Jaworski, 1990; Narver & Slater, 1990), customer orientation 
(Deshpandé et al., 1993), and marketing concept (Houston, 1986). Narver and Slater (1990) 
conceptualize CROBs as three behavioral components: customer orientation, competitor 
orientation, and interfunctional coordination. A customer orientation refers to understanding 
the needs of customers to create superior value for them; a competitor orientation focuses on 
understanding competitors' strategies or policies; and interfunctional coordination refers to 
coordination of functional departments to use firm resources and share information regarding 
customers and competitors. 
The last of these three behavioral components, interfunctional coordination, is 
excluded from the current study, based on results of interviews with local restaurant owners. 
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Their comments indicated that independent restaurants typically do not have separate 
departmental functions because of limited resources and small size. Instead, training 
orientation is included. Employee training can improve the quality of market-oriented 
activities and behaviors by enabling a firm to better understand the needs of customers and to 
provide superior products and services to customers. Kohli and Jaworski (1990) insist that 
simply engaging in CROBs may not ensure the quality of a firm's CROBs. Pelham (1993) 
emphasizes that further research should consider how organizations provide value to 
customers beyond mere measures of customer information gathering and disseminating 
among organizational members. Based on these discussions, the present study 
conceptualizes CROBs as consisting of three behavioral components: customer orientation, 
competitor orientation (Narver & Slater, 1990), and training orientation. 
A number of studies have reported that CROBs are related to firm performance. 
However, many empirical studies have resulted in equivocal findings, including a direct 
causal link (Narver & Slater, 1990), a moderated or mediated relationship (Han, Kim, & 
Srivastava, 1998), and a lack of significant relationship between CROBs and firm 
performance (Diamantopoulos & Hart, 1993; Greenly, 1995). Such inconclusive empirical 
findings suggest the need for further research to identify mechanisms that may strengthen the 
relationship. Although some variables, innovation in the banking industry (Han et al., 1998) 
and service quality in the retail broker industry (Chang & Chen, 1998), have been examined, 
mechanisms for strengthening the relationship have not been explored in detail (Helfert, 
Ritter, & Walter, 2002; Matear, Osborne, Garrett, & Gray, 2002; McNaughton, Osborne, & 
Imrie, 2002). 
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A few recent studies in the service context (e.g., hotel and banking) suggest that 
service firms understand why they should be customer relationship-oriented and why CROBs 
are important to their businesses (Au & Tse, 1995; Harris & Watkins, 1998). Researchers 
generally have agreed that customer relationship-oriented firms perform better financially 
than their competitors, because CROBs help firms better understand the needs of current and 
potential customers and offer competitive products/services. For this study, two mechanisms 
that may improve the relationship between CROBs and financial performance are examined: 
product and service quality performance and customer relationship performance. 
Employee training 
One constant in the economic equation is the contribution of people in an 
organization. "The value of people's judgment, creativity, and thinking has increased 
because the ratio of knowledge work to manual work is increasing, and continues to rise as 
technology takes over more and more routine and dangerous tasks" (McLagan, 1989, p.l). It 
has been widely believed that people not only determine whether an organization succeeds or 
fails but also provide a competitive business advantage in today's global economy 
(Grônroos, 1985; Hodgetts, 1998). Therefore, organizational leaders have recognized that 
their competitive advantages stem from committed employees. 
However, unless firms are dedicated to providing an effective employee training 
program, success may not last. Employee training in the hospitality industry is important 
because of increasing costs associated with employee turnover, customer dissatisfaction with 
products and services, and operational errors made by employees (Haywood, 1992), all of 
which can be reduced by good employee training (Kramlinger, 1993; Lee & Zemke, 1993). 
17 
The growing diversity both among customers and in the workforce is another challenge for 
restaurant operators. This diversity in the foodservice industry increases the importance of 
effective employee training (Harris & Bonn, 2000) to strengthen and update employee 
knowledge, skills, and abilities (KSAs) to meet customer demands (Gamio & Sneed, 1992; 
Harris & Cannon, 1995). 
According to the U.S. Department of Education, the purpose of vocational education 
has shifted toward a broader preparation that is designed to develop academic and technical 
skills of students by integrating academic and vocational education, emphasizing all aspects 
of industry, and implementing academic performance measures (U.S. Department of 
Education Office of Educational Research and Improvement, 2000). Previously, vocational 
education emphasized the preparation of students for entry-level jobs requiring less than a 
baccalaureate degree. By including employee training as a research variable, this study 
addresses restaurant operators' concerns about the performance-related significance of 
employee training. 
Relationship Performance Outcomes 
Supplier relationship performance (SURP) 
Good relationships with suppliers perform a vital function to buying firms 
(Hâkansson & Turnbull, 1982). The function of suppliers is to furnish inputs into buyers' 
operations. Although the impact of supplier relationships depends on how well suppliers fit 
the operations and the strategies of buying firms, supplier relationships play a critical role in 
shaping the future of buying firms by influencing product and service quality delivered to the 
end customers of the buying firms (Gadde & Snrhota, 2000). 
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The key to success for businesses is to provide end customers with high product and 
service quality. Therefore, suppliers who do not deliver the right products at the right time 
will undermine their relationships with buying firms. It is well known that buying firms' 
performance is greatly affected by suppliers' performance in product and service quality, 
purchasing and production costs, and delivery (Dean & Snell, 1996; Krajewski & Ritzman, 
1996; Miller & Roth, 1994; Shin, Collier, & Wilson, 2000; Wheelwright, 1984). Thus, 
improved suppliers' performance can lead to enhanced financial performance of buying firms 
(Cannon & Homburg 2001; Jap, 1999). 
Despite the significance of supplier performance to buying firms, hospitality 
researchers have paid little attention to how supplier performance in product and service 
quality and delivery affects buying firms' performance in product/service quality and 
financial performance. This lack of interest in supplier performance may cause restaurant 
firms to disregard the importance of building collaborative relationships with suppliers. In 
addition, because most of both supplier and restaurant firms are individual or privately-held 
firms, both parties may possess limited resources and insufficient capabilities to build and 
maintain collaborative relationships with each other. 
Product and service quality performance (PRSQ) 
Today's end customers expect a higher level of product and service quality than ever 
before because they have more choices and possess better knowledge about offerings. 
Challenges for businesses in seeking to remain competitive are to determine what customers 
want and whether they are satisfied with the organization's products and services (Miller, 
1992). One primary reason for the increased attention placed on product and service quality 
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is that it plays a critical role in creating superior customer value (Lemon, White, & Winer, 
2002). Quality has become a popular research topic in marketing (Aaker & Jacobson, 1994; 
Lemon et al., 2002; Phillips, Chang, & Buzzell, 1983), strategic management (Garvin, 1984, 
1986, 1987), and production and operations management (Denning, 1982). Broad 
discussions have covered related topics, including the impact of product quality on financial 
indicators such as return in investment (Jacobson & Aaker, 1987; Kimes, 2001; Phillips et 
al., 1983), cost implications of quality (Fine, 1986), and the relationship between product 
quality and advertising (Boulding & Kirmani, 1993). 
Quality means different things to different people, depending on the desire of the 
individuals involved. No single definition of quality is best in every situation with regard to 
measurement, generalizability, usefulness to management, and relevance to customers 
(Reeves & Bednar, 1994). The multidimensional nature of quality is emphasized in the work 
of Garvin (1984, 1986, 1987), who proposes eight dimensions of quality. In the service 
context, research has identified five dimensions of quality: responsiveness, reliability, 
assurance, empathy, and tangibility (Parasuraman, Zeithaml, & Berry, 1988). Given that 
quality is multidimensional and context-specific, service firms should incorporate customers' 
opinions to deliver the quality desired by the customer. 
Although advances have been made in the research on quality, work in the area of 
product and service quality is still scanty. Achieving high product and service quality stems 
from implementing both B2B and B2C relationships effectively. Rarely studied, however, is 
the link between B2C marketing, which focuses on understanding the needs of customers, 
and B2B marketing, which focuses on external suppliers' performance. Relationships 
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between product and service quality and financial performance also have not received 
adequate attention in the hospitality context, calling for additional research. 
Customer relationship performance (CURP) 
Organizations drive firm performance by forging cooperative relationships with the 
most profitable customers. Understanding customers enables firms to offer their customers 
variety, low prices, and personalized services, thereby maximizing the overall value of 
offerings for customers (Ryals & Knox, 2001). A key aim of service organizations is to 
understand what motivates customers to enter into relationships with the organization 
(Reichheld, 1993). The B2C relationship marketing literature suggests that customer 
relationships increase customer satisfaction, customer retention, customer loyalty, market 
share, and the firm's ability to charge a price premium (Bitner, Booms, & Tetreault, 1990; 
Reichheld, 1993). Customer relationship performance (CURP) in this study is defined to 
include these five outcomes of customer relationships. 
These customer relationship outcomes have been discussed in the hotel industry 
(Bowen & Shoemaker, 1998; Kim & Cha, 2002) and in other industries (Bitner et al., 1990; 
Crosby & Stephens, 1987; Keaveney, 1995; Reichheld, 1993; Reichheld & Sasser, 1990). 
However, how these outcomes exert an impact on a firm's financial performance has not 
been addressed adequately. Relationship marketing research in the hospitality industry has 
examined activities and behaviors in service encounters as antecedents of customer 
relationship performance (Bowen & Shoemaker, 1998; Kim & Cha, 2002), while ignoring 
activities and behaviors at the organization level. All organizational members should be 
involved in meeting the needs of customers, producing better products and services, and 
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building cooperative relationships with customers. Zeithaml (2000) also emphasizes that 
future studies need to examine the impact of these customer relationship performance 
(CURP) outcomes on financial performance of the firm. 
Financial Performance 
Empirical studies on the effects of SROBs and CROBs have focused either on 
individual outcomes or organizational performance outcomes. With individual outcomes, 
research has centered on psychological outcomes, such as organizational commitment 
(Jaworski & Kohli, 1993; Siguaw, Brown, & Wilding, 1994), job satisfaction (Ruekert, 1992; 
Siguaw et al., 1994), role conflict, and customer orientation (Siguaw et al., 1994). However, 
these individual outcomes are limited to consumer marketing or strategic management 
research. Organizational performance outcomes are divided into financial and non-financial 
(Venkatraman & Ramanujam, 1986). Non-financial performance was reviewed in the 
previous section (relationship performance outcomes). The current section describes 
financial performance. Because the current study includes relationships between B2B and 
B2C simultaneously, the assessment of organizational performance outcomes is desirable. 
Financial performance reflects the "fulfillment of the economic goals of the firm" 
(Venkatraman & Ramanujam, 1986, p. 803). Financial performance can be measured on the 
basis of two pieces of information: accounting-based and market-based. Typical accounting-
based measures of performance include return on assets (ROA), return on investment (ROI), 
and return on equity (ROE). Typical market-based measures include such factors as profit 
margins, return on sales, net profits, market share, new product success, and operating 
profits. Although financial performance of a firm often is defined narrowly to mean profit 
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only (or profitability), the current study encompasses additional indicators that could reflect a 
firm's financial performance more accurately: profit margin, return on equity, net profit, 
overall profitability, and new product sales. 
Two major issues underlie the measurement of performance. One is the data source, 
which may be secondary (e.g., data from publicly available records) or primary (e.g., data 
collected directly from organizations) (Venkatraman & Ramanujam, 1986, 1987). Secondary 
sources of performance data generally are viewed as ideal because secondary data measures 
are unlikely to be affected by the personal biases of the respondents (Dess & Robinson, 
1984). Secondary financial data may be more accessible in the case of large, publicly-held 
firms than in the case of small, privately-held firms such as independent restaurants, because 
owners of such firms tend to be reluctant to release data (Fiorito & LaForge, 1986; Sapienza, 
Smith, & Gannon, 1988; Venkatraman & Ramanujam, 1987). Therefore, when objective 
measures of performance are unavailable or difficult to obtain, as is generally the case with 
small, privately-held firms, subjective measures (e.g., respondents' perceptions) tend to 
provide reasonable proxies (Dess & Robinson, 1984). Brush and Vanderwerf (1992) report 
that founder-reported performance measures also have high reliability. 
Even if objective data are available from small firms, such data (e.g., from 
independent restaurants) are known to be hard to interpret because of use of varying 
accounting procedures (Covin, 1991; Dess & Robinson, 1984). In addition, although top 
executives of small firms may be reluctant to publish their financial data, they may be more 
willing to reveal their performance in the form of their expectations, if necessary. For these 
reasons, the subjective measures of financial performance are used in the form of executive 
expectations, as was done in the restaurant context (Jogartnam, Tse, & Olsen, 1999). 
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Proposed Model 
Based on the RM and operations management literature, a general model of RM for 
the restaurant industry was developed (Figure 2.1). The literature review of these areas 
suggests the importance of investigating SROBs and CROBs, along with their impact on 
relationship performance outcomes and financial performance. The proposed model contains 
three stages of variables, including two relationship-oriented behaviors (SROBs and 
CROBs), three relationship performance outcomes (SURP, PRSQ, and CURP), and financial 
performance (FINP). 
In operationalizing each variable, this study recognizes that SROBs, CROBs, and 
supplier relationship performance (SURP) are multidimensional. SROBs consist of the two 
subdimensions of information sharing and restaurant involvement; CROBs encompass the 
three subdimensions of customer, competitor, and training orientation; supplier relationship 
performance (SURP) consists of the two subdimensions of supplier product and service 
quality performance and delivery performance. The other three constructs - product and 
service quality performance (PRSQ), customer relationship performance (CURP), and 
financial performance (FINP) - are unidimensional. Each of these dimensions consists of 
multiple measurement items. 
Because relationship-oriented behaviors focus on generating effective and efficient 
relationship outcomes, SROBs and CROBs are expected to affect relationship performance 
outcomes directly. The model shows proposed relationships among the three relationship 
performance outcome constructs. The proposed model also shows that SURP directly affects 
PRSQ, which in turn determines CURP. SURP, PRSQ, and CURP are hypothesized to affect 
FINP. Finally, competitive intensity (CMPT) and number of employees (NOEM) 
Relationship-oriented behaviors Relationship performance outcomes Financial performance 
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Figure 2.1. A proposed relationship behavior framework 
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are included as a covariate to control for their potential effects on financial performance. We 
briefly discuss theoretical relationships among the variables in the following sections to 
develop research hypotheses. 
Research Hypotheses 
The hypotheses that follow are incorporated in the research model illustrated in 
Figure 2.1. The hypotheses represent a framework that explains relationship performance 
outcomes on the basis of relationship-oriented behaviors and financial performance on the 
basis of relationship performance outcomes. The presentation of the hypotheses follows the 
order of the model relationships, moving from the exogenous variables SROBs and CROBs 
to the endogenous variables SURP, PRSQ, CURP, and FINP. 
Relationship between SROBs and SURP 
SURP is conceptualized as restaurant firms' perceptions of their supplier performance 
on supplied product and service quality and delivery. SROBs refer to the extent to which 
restaurant firms share information with their suppliers and are involved in improving 
suppliers' performance. Effective relationship marketing/management in the B2B 
environment is expected to increase mutual benefits through both parties' activities and 
behaviors, such as information sharing and direct/indirect involvement in improving 
performance. Suppliers can better prepare their products and services and delivery for 
restaurant firms on the basis of information shared by restaurant firms with regard to new 
menu introduction, market information, demand information, business strategy, and 
performance information. Suppliers' performance in product and service quality and 
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delivery also can be increased by direct involvement of restaurant firms in supplier 
performance evaluation, site visits, supplier training/education, assistance in problem-
solving, and provision of guidelines (Krause, 1999; Krause & Ellram, 1997). Thus, 
HI: Supplier relationship-oriented behaviors (SROBs) of restaurant firms are 
positively related to supplier relationship performance (SURP) in (1) product 
and service quality and (2) delivery by the supplier. 
Relationship between SROBs and PRSQ 
PRSQ refers to overall product and service quality perceived by restaurant firms, as it 
is delivered to the firms' customers. The proposed model suggests that restaurant firms that 
are engaged in more SROBs compete more effectively in the marketplace and develop 
mutually beneficial relationships with suppliers. Restaurant firms' SROBs - information 
sharing and their involvement in supplier performance improvement - motivate suppliers to 
improve the quality of supplies. Such improvement in supplied products and services 
enhances the ability of restaurant firms to tailor their products and services to customer 
needs. Restaurant firms' SROBs also can help suppliers better understand what the restaurant 
firms have to improve and what customers of the restaurant firms want. Thus, 
H2: Supplier relationship-oriented behaviors (SROBs) of restaurant firms are 
positively related to product and service quality performance (PRSQ) of the 
restaurant firms. 
Relationship between CROBs and PRSQ 
CROBs are operationalized as including three behavioral components: customer, 
competitor, and training orientation. To facilitate the continuous improvement of products 
and services, firms have changed their business operations from a production-oriented 
approach to a customer (or market)-oriented approach (Kotler, 1988). The customer-oriented 
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approach encourages firms to take proactive and responsive attitudes to ensure that they are 
doing everything necessary to provide their customers with products and services of higher 
quality than those of their competitors (Kohli & Jaworski, 1990; Narver & Slater, 1990). 
Empirical evidence indicates that CROBs have a positive effect on product and service 
quality offered to customers (Chang & Chen, 1998; Chang, Mehta, Chen, Polsa, & Mazur, 
1999; Pelham & Wilson, 1996). Thus, 
H3: Customer relationship-oriented behaviors (CROBs) of restaurant firms are 
positively related to product and service quality performance (PRSQ) of the 
restaurant firms. 
Relationship between CROBs and CURP 
CURP captures restaurant firms' performance regarding customer satisfaction, 
customer retention, customer loyalty, market share, and ability to charge a premium price, 
variables that have been considered important customer relationship outcomes (Homburg & 
Pflesser, 2000; Reichheld, 1993, 1996; Reichheld & Sasser, 1990; Storbacka & Lehtinen, 
2001). Not only do customer relationship-oriented firms produce offerings well tailored to 
customer preferences, but they also provide a unifying focus of individual employee efforts 
in delivering value to customers (Kohli & Jaworski, 1990; Narver & Slater, 1990). 
Consequently, customer relationship-oriented restaurant firms are more likely to increase 
customer satisfaction, retain customers, and grow in market share (Homburg & Pflesser, 
2000). Because CROBs also encourage firms to provide unique products and services to 
more profitable customers, they allow firms to increase customer loyalty and charge 
premium prices (Storbacka & Lehtinen, 2001). Thus, 
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H4: Customer relationship-oriented behaviors (CROBs) of restaurant firms are 
positively related to customer relationship performance(CURP) of the restaurant 
firms. 
Relationship between SURP and PRSQ 
The proposed model purports that SURP directly affects PRSQ. Restaurant firms 
look for low procurement prices while avoiding compromising on quality. Because supplied 
products and services are critical inputs to restaurant firms' operations, these firms' ability to 
produce high quality offerings to satisfy their customers depends greatly on the quality of 
products and services of suppliers (Doney & Cannon, 1997; Krause, Pagell, & Curkovic, 
2001). In addition, suppliers' inputs should arrive at the right time and the right place 
(Simpson, Siguaw, & Baker, 2001). Thus, 
H5: Supplier relationship performance (SURP) in (1) product and service quality and 
(2) delivery of the supplier is positively related to product and service quality 
performance (PRSQ) of restaurant firms. 
Relationship between PRSQ and CURP 
Achieving superior product and service quality enables restaurant firms to reduce 
service costs and differentiate their products and services from those of competitors. 
Consequently, restaurant firms can increase customer satisfaction (Fornell, Johnson, 
Anderson, Cha, & Brant, 1996; Oh & Parks, 1997), customer retention, customer loyalty 
(Reichheld, 1993; Reichheld & Sasser, 1990; Rust & Zahorik, 1993; Zeithaml, 2000), 
customers' willingness to pay higher prices (Fornell & Wernerfelt, 1987, 1988; Jacobson & 
Aaker, 1987; Phillips et al., 1983; Szymanski, Bharadwaj, & Varadarajan, 1993; Webster, 
1992), and market share (Kordupleski, Rust, & Zahorik, 1993). Thus, 
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H6. Product and service quality performance (PRSQ) of restaurant firms is 
positively related to customer relationship performance (CURP) of the restaurant 
firms. 
Relationship between SURP and FINP 
FINP was conceptualized as profit margins, return on equity, net profits, overall 
profitability, and new product sales. Improvements in suppliers' products and services help 
firms increase revenue and profitability by reducing costs associated with product defects and 
customer dissatisfaction (Davis, 1993; Levy, 1997; Monczka et al., 1983). Conversely, poor 
supplier performance in product/service quality and delivery negatively affects buying firms' 
performance (Benton & Krajewski, 1990). For example, restaurant firms may be forced to 
expend considerable effort and may lose sales because of late shipments from their suppliers 
(delivery speed) and a supplier's failure to provide high-quality products and services at the 
right time. Excellent product and service quality and delivery performance of suppliers result 
in increased profitability and reduced levels of inventory of restaurant firms. Thus, 
H7: Supplier relationship performance (SURP) in (1) product and service quality and 
(2) delivery of the supplier is positively related to financial performance (FINP) 
of restaurant firms. 
Relationship between PRSQ and FINP 
Success in the service industry (e.g., restaurant firms) depends greatly on how the 
firm provides their customers with quality products and services (Bharadwaj, Varadarajan, & 
Fahy, 1993). Researchers report positive relationships between product or service quality 
and aspects of business performance such as return on assets and customer satisfaction 
(Aaker & Jacobson, 1994; Anderson, Fornell, & Lehmann, 1994; Easton & Jarrell, 1998; 
Hendricks & Singhal, 1997; Itner & Larcker, 1996). Product and service quality is key to 
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delivering superior customer value (Menon, Jaworski, & Kohli, 1997) and improving 
financial performance of the firm (Jacobson & Aaker, 1987). A hospitality researcher has 
offered direct evidence to support the existence of a positive relationship between improved 
product and service quality and enhanced financial performance of a firm (Kimes, 2001). 
Thus, 
H8. Product and service quality performance (PRSQ) of restaurant firms is positively 
related to their financial performance (FINP). 
Relationship between CURP and FINP 
CURP has a positive impact on both non-financial and financial performance 
(Anderson & Sullivan, 1993; Fornell, 1992; Reichheld & Sasser, 1990; Rust & Zahorik, 
1993) through reduced acquisition costs of new customers, lowered operating costs, and 
increased price tolerance of customers (Heskett, Sasser, & Schlesinger, 1997; Kordupleski et 
al., 1993; Rechheld, 1996). Ultimately, building customer relationships is expected to 
increase revenues and profitability by building customer satisfaction, customer retention, and 
customer loyalty. Thus, 
H9: Customer relationship performance (CURP) of restaurant firms is positively 
related to their financial performance (FINP). 
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CHAPTER III. RESEARCH METHODS 
This chapter presents methodological processes, including research design, 
instrument development, measures, sampling, pretest, and data collection. Data analysis 
consists of two parts: preliminary and structural equation modeling. Preliminary analyses of 
sampling adequacy, normality, and scale reliability are presented. Structural equation 
modeling was used to test the proposed model and research hypotheses. 
Research Design 
This study employed a cross-sectional survey research design. Surveys are 
appropriate for describing the distribution of characteristics or attributes of interest, 
explaining a phenomenon of interest through investigations of relationships among variables 
(Martella, Nelson, & Marchand-Martella, 1999), and examining phenomena that have not 
been studied (Douglas, 1976). 
The current study is an investigation at a firm level in the independent restaurant 
industry. The restaurant industry environment has changed rapidly in recent years because of 
changeable and fashion-prone consumer behaviors (Johns & Pine, 2002) and new market 
entries such as home meal replacements, take-home meals, and delivered meals (National 
Restaurant Association, 1996, 1999, 2001; Panitz, 2000). Customers also are likely to be less 
brand loyal than they were in the past because of increased choices. These environmental 
forces have challenged restaurant firms to seek ways of providing value-added customer 
services. Accordingly, restaurant firms have recognized the importance of building working 
partnerships with their suppliers and customers, in which identification, development, and 
management of relationships are key elements. 
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The independent restaurant industry consists mostly of small units of table service 
restaurants (National Restaurant Association, 2001). Although small, independent restaurant 
businesses dominate the restaurant industry in the United States in terms of the number of 
operations, little empirical research has been undertaken to address their supplier and 
customer relationship management practices. This study focused on a single industry, 
independent restaurants, not only to avoid the tendency to overgeneralize results but also to 
compare organizations that face similar environmental constraints (Ginsberg, 1988). 
Instrument Development and Measures 
Instrument development 
The researcher designed a survey instrument to evaluate supplier and customer 
relationship management practices as perceived by restaurant owners and presidents. A 
survey instrument is most useful when questions are written in closed-ended style and when 
research respondents have a moderate to high investment in the topic (Mangione, 1998). A 
structured instrument was used in this study to make it relatively easy to administer, obtain, 
and analyze data (Churchill, 1995). 
Most items were chosen from previous B2B and B2C relationship 
marketing/management studies. Before items were developed, interviews with two local 
restaurant owners were conducted to ascertain whether supplier and customer relationship 
management practices were typical in the independent restaurant industry. The instrument 
was refined after being reviewed by five faculty members. These procedures helped ensure 
content validity. The instrument was then subjected to a pretest. Based on results of 
previous research, ten items to measure training orientation were developed for this study. 
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The instrument, which was divided into three parts, consisted of four pages 
containing 57 items. Part I consisted of 29 items measuring respondents' perceptions of 
SROBs and CROBs. Part II consisted of 24 items examining relationship performance 
outcomes and financial performance. Part III, consisting of four items, was designed to 
obtain demographic information of the respondents. See Appendix A for the complete 
instrument. 
Measures 
To be consistent with current theoretical thought most items were obtained from 
existing scales and were modified as necessary. All scales except demographic information 
were based on the perceptions of restaurant owners and/or presidents who could provide 
information on complex organizational phenomena (Spanos & Lioukas, 2001, p.916). 
Subjective measures also were used because of the difficulty in extracting adequate objective 
information (Dess & Robinson, 1984; Robinson & Pearce, 1988; Venkatraman & 
Ramanujan, 1987). All model constructs except for demographic items consisted of multiple 
item measures operationalized on a 7-point Likert-type scale. The measurement items and 
sources are summarized in Table 3.1. 
Supplier relationship-oriented behaviors (SROBs) 
SROBs consist of two subdimensions -information sharing and restaurant firms' 
involvement in supplier performance improvement. Information sharing was measured with 
five items that assessed the degree to which restaurant firms furnished suppliers with 
Table 3.1. Measurement items, response scales, and sources 
Measurement items Response scales Sources 
Supplier relationship-oriented behaviors (10) 
1. Information sharing (5) l=Strongly disagree Dwyer et al., (1987); 
INFOl We involve our suppliers when we introduce new menus. 7=Strongly agree Heide & John (1992) 
INF02 We share demand information with our suppliers. 
INF03 We share our performance information with our suppliers. 
INF04 We discuss our business strategy with our suppliers. 
INFOS Our suppliers are important sources of market information. 
2. Restaurant involvement (5) l=Not at all Krause (1999); 
REIN1 Formal assessment of suppliers'performance. 7=To a great extent Krause & Ellram (1997) 
REIN2 Visiting suppliers to help improve their performance. 
REINS Helping suppliers solve their performance problems. 
REIN4 Training/educating suppliers' personnel. 
REINS Providing guidelines/procedures to improve suppliers' performance. 
Customer relationship-oriented behaviors (19) 
1. Customer orientation (5) l=Strongly disagree Narver & Slater (1990) 
CUSOl My restaurant strives to improve value we provide to our customers. 7=Strongly agree 
CUS02 Customer satisfaction is an important business objective. 
CUSOS My restaurant attempts to understand customer needs. 
CUS04 My restaurant measures customer satisfaction. 
CUSOS My restaurant pays close attention to customer service. 
2. Competitor orientation (4) l=Strongly disagree Narver & Slater (1990) 
COMOl Managers share information about competitors' strategies. 7=Strongly agree 
C0M02 My restaurant responds to competitors' actions. 
C0M03 Managers discuss competitors' strengths and strategies. 
C0M04 My restaurant targets customers where we can develop a competitive advantage. 
Table 3.1. (Continued) 
Measurement items Response scales Sources 
Customer relationship-oriented behaviors 
3. Training orientation (10) l=Not at all New scale 
TRAOl Helping employees understand customer needs. 7=To a great extent 
TRAOZ Providing interpersonal skill training to build customer relationships. 
TROA3 Developing technical skills to provide quality products/services for our customers 
TRA04 Evaluating improved employee performance after training. 
TRAOS Scheduling new employee training. 
TRA06 Emphasizing team building to improve restaurant operations. 
TRA07 Learning to promote the quality of our products/services. 
TRAOS Recognizing employee career development opportunities. 
TRA09 Learning effective ways to address customer complaints. 
TRAOIO Access a training manual. 
Supplier relationship performance (6) 
1. Supplier's product and service quality performance (3) 
SUQP1 Their products are of high quality. 
SUQP2 Their products meet my restaurant's quality standard. 
SUQP3 Their products exceed my restaurant's quality expectations 
2. Supplier's delivery performance (3) 
SUDP1 They deliver supplies in a timely manner. 
SUDP2 Their deliveries are reliable. 
SUDP3 They have products/services readily available as requested. 
Product and service quality performance (4) l=Strongly disagree Menon et al., (1997) 
PRSQ1 Our customers praise our product/service quality 7=Strongly agree 
PRSQ2 The quality of my restaurant' products/services is better than 
that of my major competitors 
PRSQ3 My customers are convinced that my restaurant offers good value in products/services 
PRSQ4 My customers are convinced that my restaurant offers high quality products/services New item 
UJ IV) 
1=Strongly disagree Homburg ( 1998) 
7=Strongly agree 
1 =Strongly disagree Shin et al., (2000) 
7=Strongly agree 
Table 3.1. (Continued) 
Measurement items Response scales Sources 
Customer relationship performance (5) 1= Much below expectations Homburg & Pflesser (2000) 
CURP1 Customer satisfaction 7= Much above expectations 
CURP2 Customer retention 
CURP3 Market share 
CURP4 Customer loyalty New item 
CURP5 Ability to charge premium price for products/services New item 
Financial performance (5) 1= Much below expectations Pelham & Wilson (1996) 
FINP1 Profit margins (net income divided by sales) 7= Much above expectations 
FINP2 Return on equity (net income divided by owner investment) 
FINP3 Net profits (total revenues minus total costs) 
FINP4 Overall profitability 
FINP5 New product (menu items) sales 
Control variables (5) 
1. NOEM Number of full time employees 
2. Competitive intensity l=Strongly disagree Jaworski & Kohli (1993) 
CMPT1 Competition in the restaurant industry is cutthroat. 7=Strongly agree 
CMPT2 There are many promotion wars in the restaurant industry. 
CMPT3 My restaurant can readily match anything that a competitor can offer. 
CMPT4 Price competition is a hallmark of the restaurant industry. 
Others (3) 
1. Number of restaurants in operation ( 1 ) 
2. Educational background (2) 
a. Training certificates Yes ( ) No ( ) If yes, specify 
b. Check educational background 
Total: 57 items 
Note: Parentheses indicate the number of items measured in this study. 
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information that might facilitate improving suppliers' performance with regard to product 
and service quality (Dwyer et al., 1987; Heide & John, 1992). The five items included new 
product introduction, demand information, performance information, business strategy, and 
market information. Restaurant firms' involvement was gauged by five items evaluating the 
extent to which restaurant firms were involved in activities and/or behaviors to improve 
supplier performance. The items consisted of supplier performance evaluation, site visits by 
restaurants, problem solving, supplier education and training, and provision of performance 
guidelines (Krause, 1999; Krause & Ellram, 1997). Five items each were scored on a seven-
point scale with the following anchors: 1 = Strongly disagree/Not at all to 7 = Strongly 
agree/To a great extent. 
Customer relationship-oriented behaviors (CROBs) 
CROBs consisted of three behavioral components - customer orientation, competitor 
orientation, and training orientation. Customer orientation measured behaviors and activities 
of restaurants intended to allow them to understand the needs of customers and create 
superior customer value. Competitor orientation measured the behaviors and activities that 
enabled restaurants to understand their strengths/weaknesses and strategies of their 
competitors. Training orientation measured behaviors, activities, and/or practices of 
restaurant firms to help restaurant operations improve product/service quality, recognize the 
importance of customer relationships, help employee career development, and solve 
customer complaints. 
Customer and competitor orientation was measured with five and four items each 
adapted from Narver and Slater's (1990) market orientation scale, which has been used 
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widely in different research settings (Narver & Slater, 1998; Pelham & Wilson, 1996; Slater 
& Narver, 1994) because it has been found to be reliable (Oczkowski & Farrell, 1998; 
Siguaw & Diamantopoulos, 1995). Ten training orientation items were newly developed for 
this research, based on the marketing and services management literature, interviews with 
restaurant owners, and expert reviews. The CROBs items were administered using a seven-
point scale: 1 = Strongly disagree/Not at all to 7 = Strongly agree/ To a great extent. 
Supplier relationship performance (SURP) 
SURP evaluated major suppliers' performance with regard to product and service 
quality and delivery to restaurant firms. Three supplier product and service quality 
performance items were related to product quality level, quality standard, and quality 
expectations (Homburg, 1998). Delivery performance of suppliers was measured with three 
items: on-time delivery, delivery reliability, and product/service availability (Shin et al., 
2000). Respondents rated the extent of their agreement to each of these six statements on a 
seven-point scale with the following anchors: 1 = Strongly disagree to 7 = Strong agree. 
Product and service quality performance (PRSQ) 
PRSQ tapped respondents' assessments of overall quality of their products and 
services using four items. The items reflected evaluations of product quality for the 
restaurant as well as product quality compared with competitors' offerings (Menon et al., 
1997). These items were scored on a seven-point scale with the following anchors: 1 = 
Strongly disagree to 7 = Strong agree. 
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Customer relationship performance (CURP) 
CURP reflected the extent to which restaurants' owners and presidents perceive their 
customer relationship performance against their expectations using five items. Three items 
(customer satisfaction, customer retention, and market share) were adopted from Homburg 
and Pfesser's (2000) study and the remaining two items (customer loyalty and premium 
price) were added for the current study because of their importance in marketing research 
(Reichheld, 1993, 1996; Storbacka & Lehtinen, 2001). Responses to all items were scored 
on a seven-point rating scale: 1 = Much below expectations toi = Much above expectations. 
Financial performance (FINP) 
Respondents were asked to evaluate whether their financial performance was above 
or below expectations. This subjective performance measure relative to expectations could 
allow greater comparability across types of situations, with varying standards of acceptable 
performance (Pelham & Wilson, 1996). Five items were adapted from Pelham and Wilson's 
study, with use of a seven-point rating scale: 1 = Much below expectations toi = Much 
above expectations. 
Control variables 
Two control variables, size of the firm and competitive intensity, were included to 
control for their potential effects on financial performance. Firm size has been considered a 
powerful explanatory variable of organization performance (Weiner & Mahoney, 1981 ; 
Wemerfelt & Montgomery, 1988). Firm size was measured with an open ended-question 
regarding the number of full-time employees of a restaurant. Competitive intensity is another 
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important variable affecting aspects of firm financial performance such as profitability 
(Jaworski & Kohli, 1993; Narver & Slater, 1990). Competitive intensity was measured with 
four items as suggested by Jaworski and Kohli (1993), using a seven-point scale with the 
following anchors: 1 = Strongly disagree toi = Strongly agree. 
Sample Selection 
The target population consisted of owners or presidents of independent restaurant 
firms in the United States who were selected from a nationwide list provided by Lebhar-
Frieman, the publisher of Nations ' Restaurant News, a leading weekly news magazine of the 
foodservice industry. The list, published in 2003, consisted of 6,400 owners and/or 
presidents representing 5,895 firms headquartered in the United States. Each restaurant firm 
operated independently, i.e., was not chain affiliated, and had a minimum of $1 million or 
greater in annual sales in 2002. Independently-owned or operated restaurants depend 
typically on local customers, capital, labor (Freeman & Hannan, 1983), competition, and 
regulation (Jogartnam et al., 1999). 
The following considerations were given to sampling: Owners or presidents of 
independent restaurants were selected from a list as a study sample. Because a restaurant 
owner or president is assumed to be knowledgeable about his or her firm with regard to 
characteristics of the organization, operations, and industry in general (Chandler, 1962; 
Hambrick, 1987), it is assumed that such individuals can provide valid responses (Day & 
Nedungadi, 1994; Huber & Power, 1985). When both the owner and the president of a given 
firm were listed, the president was selected because of his/her daily involvement in and 
knowledge about the restaurant's operations. 
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Fifty out of 5,895 people were randomly selected to pre-test the questionnaire. This 
pretest, which was conducted by a mail survey, yielded a response rate of 20%, without any 
attempt to increase the response rate. This response rate and a desired sample size of 
approximately 200 for planned structural modeling (Anderson & Gerbing, 1988) suggested 
that 1,000 questionnaires be distributed for the main survey. Hence, 1,000 restaurant owners 
and/or presidents from the remaining 5,845 names were randomly selected by use of a 
computer-assisted randomizing procedure. 
Pretest 
Two pretests were conducted to assess understanding of the questions, readability, 
concepts, formatting/layout, and amount of time needed to complete a survey instrument. 
The first pretest was done with a convenience sample of seven graduate students in the 
Foodservice and Lodging Management program at Iowa State University (ISU). The 
instrument was personally distributed to the seven graduate students. The second pretest was 
conducted with 50 owners and presidents randomly selected from the sampling frame. The 
instrument was mailed to owners and presidents with instructions to complete the instrument 
and submit comments related to the instrument. Ten instruments (20%) were returned by 
industry respondents. The feedback from the two pretests helped revise the instrument in 
wording, layout, clarity, and readability of items. After the ISU Web training for human 
subjects research was completed, the data collection instrument was submitted to and 
approved by the Iowa State University Institutional Review Board (IRB) for the protection of 
human subjects in research (Appendix B). 
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Data Collection 
Data were collected during the months of June and July 2003 via a mail survey, a 
method recommended for studies that use a structured instrument (Churchill, 1991). A mail 
survey is preferred when questions are designed in such a way that respondents need time to 
reflect upon their answers if they are to give a considered and accurate answer (Martella et 
al., 1999). A mail survey also is considered appropriate for collecting data from a widely 
dispersed population (Martella et al., 1999). 
The survey package, which included the instrument, a self addressed and postage-
paid return envelope, and a signed cover letter explaining the purpose of the study, was 
mailed to 1,000 restaurant owners and presidents. Instruments were numbered for follow-up 
purposes. Participants were assured that all data would be reported as group data and that 
their identity would be kept confidential. A summary copy of research findings was offered 
to the respondents to encourage participation. 
A total of 172 responses were initially received, of which three were unusable. A 
total of 58 instruments were undeliverable. Five respondents requested deletion of their 
names from the list and did not answer any questions. To increase the sample size, a 
replacement questionnaire was mailed to the 765 non-respondents three weeks after a 
reminder postcard was sent (Dillman, 2000). A total of 69 additional responses were 
obtained from the second mailing, including two unusable responses. Thus, at the end of the 
data collection, the total number of usable responses was 236 (23.6%), including 169 usable 
responses from the initial mailing and 67 from the second mailing. Of the five unusable 
responses, three were from the initial mailing. It should be noted that some item responses 
were missing in the 236 usable instruments. 
43 
Data Analysis 
Data analysis consisted principally of two parts: preliminary analyses and structural 
equation modeling. Preliminary analyses, including missing data treatment and analysis of 
sampling adequacy, normality, and reliability, were performed with the SPSS 11.0 for 
Windows. Structural equation modeling (SEM) was employed with Linear Structural 
Relationship (LISREL) 8.5 program (Joreskog & Sôrbom, 2001) to test the proposed model 
and hypotheses. 
Missing data 
To handle missing data, this study used a regression-based substitution technique that 
takes into account subjects' sets of scores. This technique has the advantages of simplicity 
and ease (Kline, 1998). 
Sampling adequacy: KMO and Bartlett's Test 
Both the Kaiser-Mayer-Olkin (KMO) test and Bartlett's Test of Sphericity (BTS) 
were used to examine the sampling adequacy (e.g., the adequacy of research variables for 
conducting factor analysis). The KMO test was conducted to see whether the distribution of 
values was adequate for conducting factor analysis: a measure > 0.9 is considered excellent, 
> .8 good, and > 0.7 acceptable (George & Mallery, 2001). The BTS was performed to 
examine whether the correlation matrix was an identity matrix; factor analysis can be 
meaningless with an identity matrix. Significant (p < .01) chi-square values for all constructs 
indicated that data did not produce an identity matrix and were thus appropriate for factor 
analysis (George & Mallery, 2001; Stevenson, 1992). 
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Normality: Kurtosis and skewness 
Kurtosis and skewness were examined to detect non-normality of a variable 
distribution. Kurtosis refers to the degree to which the data are concentrated near the center 
of the distribution, as opposed to near the tails. Skewness measures the extent to which a 
distribution of values deviates from symmetry around the mean; below the mean indicates 
positive skewness and above the mean indicates negative skewness. Values of kurtosis and 
skewness between ±1.0 are considered excellent; between ± 2.0 acceptable (George & 
Mallery, 2001). 
Scale reliability 
Cronbach's alpha (a) was computed to assess scale reliabilities on all items with the 
exception of demographic variables and one control variable (number of employees) because 
of a single item measure. The Cronbach's a is one of the most popular methods for assessing 
reliability (Churchill, 1979; Pedhazur & Schmelkin, 1991; Price & Mueller, 1986). 
Cronbach's a > .70 is considered acceptable (Kline, 1998; Nunnally, 1978). 
Structural Equation Modeling 
Structural equation modeling (SEM) is a family of statistical techniques that 
incorporates confirmatory factor analysis and path analysis. SEM allows the researcher to 
examine both the factor loadings of the measurement model and the path structure of the 
latent model. Data analysis for the present study was based on the covariance matrix as input 
matrix because the chi-square estimators are more accurately calculated than when the 
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correlation matrix is used (Jôreskog & Sôrbom, 1993). The maximum-likelihood (ML) 
estimation to calculate parameters was used through LISREL 8.5. 
Confirmatory factor analysis 
Confirmatory factor analysis (CFA) was conducted to examine the predetermined 
dimensional structure of measurement. The proposed model in Figure 2.1 (Chapter II) 
consists of first-order and second-order (or higher order) factor structures. Three constructs 
(PRSQ, CURP, and FINP) consist of first-order factor structures and the remaining three 
(SROBs, CROBs, and SURP) are composed of second-order factor structures. The second-
order factor constructs were operationalized with multiple subdimensions; two (INFO and 
REIN) for SROBs, three (CUSO, COMO, and TRAO) for CROBs, and two (SUQP and 
SUDP) for SURP. 
Overall model fit assessment 
The purpose of evaluating an overall model fit was to determine the extent to which 
the model as a whole was consistent with the empirical data at hand. The current study used 
several types of goodness-of-fit measures that are generally cited in studies using SEM: Chi-
square (x2), Goodness of Fit Index (GFI), Adjusted Goodness of Fit Index (AGFI), Root 
Mean Square Error of Approximation (RMSEA), Bentler-Bonet Normed Fit Index (NFI), 
Non-Normed Fit Index (NNFI), and Comparative Fit Index (CFI). Suggested cut-off points 
for a good model fit and sources are summarized in Table 3.2. 
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Table 3.2. Suggested cut-off points for overall model fit assessment 
Fit measure Suggested cut off point References 
t (df) p > 0.05 Rentier (1995) 
Hu & Bentler (1995) 
Jôreskog & Sôrbom (1993) 
Browne & Cudeck (1993) 
Bentler & Bonnet (1980) 
Hu & Bentler (1999) 
Rigdon (1996) 
GFI > .90 
AGFI > .90 
RMSEA < .05 
NFI > .90 
NNFI > .95 
CFI > .90 
Assessment of the measurement model 
The measurement model assessment is designed to ensure the quality (i.e., factor 
loadings) of measures (Anderson & Gerbing, 1988). The measurement model was evaluated 
by (1) the significance of factor loadings and error variances and (2) construct reliability and 
validity. To have statistically significant estimates, the absolute value of a ^-statistic needs to 
be greater than 1.96 (two-tailed test) at the significance level of .05. The current study takes 
the conservative criterion of 2.0 as an absolute f-value of statistical significance (Byrne, 
In addition to evaluating the reliability of individual indicators (e.g., Cronbach a), 
construct (composite) reliability (pc) for each latent variable was calculated (Fomell & 
Larcker, 1981). Construct validity refers to the extent to which different constructs are 
distinct from each other (Bagozzi, 1980; Bollen, 1989). Establishing the construct validity 
component of a measure involves two elements: convergent and discriminant validity 
(Campbell & Fiske, 1959). Convergent validity was examined by calculating the indexes of 
average variance extracted (AVE), pv, which shows directly "the amount of variance that is 
captured by the construct in relation to the amount of variance due to measurement error" 
(Fomell & Larcker, 1981, p.45). Two methods were used to examine discriminant validity: 
1998). 
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confidence interval of the between-factors correlations and average variance extracted 
compared with the squared correlations between factors. 
Assessment of the structural model 
Some considerations were taken to assess the structural model. First, the overall 
model fit indices discussed above and R2 for model constructs were examined. Second, the 
signs of the parameters representing the paths between the latent variables were examined to 
see whether the directions of the relationships were as hypothesized (i.e., positive). Finally, 
the strength of the hypothesized relationships was investigated using ^-values at the 
significance level of .05. 
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CHAPTER IV. RESULTS AND DISCUSSION 
This chapter describes general descriptive information with regard to the respondents 
and their firms. Information is provided regarding sampling adequacy and the distribution of 
variables. Reliability of the measures is evaluated by examining Cronbach's a and construct 
reliability. Finally, the results of hypothesis tests are reported and discussed. 
Demographic Description of the Sample 
Profile of the sample 
Respondent characteristics are presented in Table 4.1. Almost half (46.2 %; n=109) 
of respondents held business or management-related degrees and about 20 % (n=44) had 
hotel or restaurant management degrees. Approximately 57% (n=135) had bachelor's 
degrees, of which 29% (n=69) were from business or management and 11 % (n=26) were 
from hospitality management fields. The responding sample was comprised of 55% 
presidents and 45% owners. This slight imbalance could reflect the fact that the president 
was selected when both position titles appeared in the list for the same firm. 
Table 4.1. Educational background (N=236) 
Highest Business or Hotel or 
degree Management Restaurant Other Total 
Management 
Some college 39(16.5%) 26(11.0%) 22 (9.3%) 87 (36.9%) 
Associate's degree 21(8.9%) 13(6.5%) 15(6.4%) 49(20.8%) 
Bachelor's degree 69(29.2%) 26(11.0%) 40(16.9%) 135 (57.2%) 
Graduate degree 19(8.1%) 5(2.1%) 12(5.4%) 36(15.3%) 
Total 148 (62.7%) 70 (29.7%) 89 (37.7%) 307 a 
a The total reflects that some reported holding more than one degree. 
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About 50% of respondents (N=l 17) had at least one training certificate. The 138 
different certificates identified could be broadly categorized into five types, based on their 
nature: food safety and sanitation, management/manager, alcohol/beverage, training/trainer, 
and others (Table 4.2). About forty six percent (n=64) of 138 certificates were related to 
food safety and sanitation, followed by management/manager and alcohol/beverage 
certificates. 
Table 4.2. Types of training certificates held by respondents (N=l 17) 
Types of certificates Frequency Percent 
Food safety and sanitation certificates 64 46.4 
ServSafe® 28 
Sanitation 18 
Food health 18 
Management/Manager certificate 22 16.0 
Foodservice management professional 15 
Professional chef 5 
FDA food manufacturing supervisor 2 
Alcohol/Beverage related certificate 20 14.5 
ABC (Alcoholic Beverage Control) license 16 
Alcohol awareness 4 
Training/trainer certificate 7 5.1 
Advanced management training 4 
Certified trainer 2 
Health training 1 
Other (Languages, interior, law, OHSA, etc.) 25 18.0 
Total 138 a 100.0 
a The total reflects that some reported holding more than one certificate. 
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Profile of the sample restaurants 
Owners and presidents of restaurants reported an average of 43 employees, $1.9 
million in annual sales, and 28 years in business (Table 4.3). As expected from the database, 
most restaurants (83.9%) were a single unit restaurant. The most popular type of operation 
was casual dining (61.4%) and American food (45.8%) was the most popular menu line. 
Non-response bias 
Potential non-response bias was assessed by comparing early and late respondents 
(Armstrong & Terry, 1977; Miller & Smith, 1983). Analysis of variance (ANOVA) was 
used to assess whether the two groups of respondents differed significantly in terms of annual 
sales and financial performance. Annual sales information was obtained from the database 
company and log-transformed to perform ANOVA, whereas financial performance 
information was obtained from respondents. The two groups did not differ significantly with 
regard to annual sales (F = .185, p > .05) and financial performance (F = 3.556, p > .05), 
indicating that non-response bias was not be a serious issue. 
Preliminary Analyses 
Missing responses were not a serious concern. Only five questionnaires contained 
missing data and none had more than two missing values. Such a small portion of missing 
data did not allow judging the pattern of missing data. The current study used a regression-
based substitution technique to impute missing values. 
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Table 4.3. Characteristics of the sample restaurants (N=236) 
Category n % a 
Number of full-time employees (mean = 43) 
3-15 74 31.4 
16-30 65 27.5 
31-45 32 13.6 
46-100 47 19.9 
101 or more 18 7.6 
Annual sales b (mean = $1.9 mil; range: $1 mil - $20 mil) 
$ 1,000,001 -$ 1,499,999 117 49.6 
$1,500,000-52,999,999 84 35.6 
$3,000,000-$4,499,999 17 7.2 
$4,500,000 or more 14 5.9 
Restaurant age (mean = 28; range: 3-129) 
3-15 years 51 21.6 
16-30 years 84 35.6 
31-45 years 19 8.1 
46 or more 38 16.1 
Number of restaurant units owned (range: 1-5) 
One 198 83.9 
Two 22 9.3 
Three or more 15 6.4 
Types of food served 
Casual dining 145 61.4 
Fine dining 73 30.9 
Family restaurant 13 5.5 
Types of menu 
American 108 45.8 
Seafood/Steak 45 19.1 
Italian 23 9.7 
French/Continental 18 7.6 
Others (e.g., Mexican, Asian, etc.) 37 15.7 
Note: With the exception of number of employees and number of restaurant units, all 
information was provided by the database company. 
a Percentage may not total 100% because of missing values. 
for 2002. 
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The values of KMO ranged from .75 (PRSQ) to .91 (CUSO) and exceeded the 
acceptable level of .70, indicating that sampling adequacy for conducting factor analysis was 
acceptable. The BTS showed that chi-squares for all constructs were significant (p < .01), 
indicating that the correlation matrix was not an identity matrix and was therefore adequate 
for performing factor analysis. Results of the KMO and Bartlett's test are summarized in 
Appendix C. 
The results of kurtosis and skewness tests are summarized in Appendix D. Kurtosis 
values for all 53 variables fell within ± 2.0. Three variables had a kurtosis of either more 
than 1.0 (TRAO 7 & FINP4) or less than -1.0 (PRSQ1). Twenty nine of the 53 variables 
exhibited positive kurtosis values. Skewness values for all variables fell within the 
recommended cut-off point of ± 2.0. Overall, results of kurtosis and skewness tests showed 
that distributions of variables were close to normal. 
Cronbach's alpha (a) for assessing a scale's internal consistency was computed. The 
measurement scales were purified based on item-to-total correlations as recommended by 
Nunnally (1978). Seven items with item-to-total correlations of less than .25 were dropped; 
these included four TRAO items (TRAO 4, 5, 8, and 10), one PRSQ item (PRSQ 1), one 
CURP item (CURP5), and one FINP item (FINP5). The list of the 46 remaining items, along 
with means, standard deviations, item-to-total correlations, and a values, are provided in 
Table 4.4. The mean scores of items ranged from 4.453 (INF04) to 5.907 (FINP3) on a 7-
point scale. Items of INFO and REIN had the lowest overall mean scores. The standard 
deviations for the scales ranged from .84 (FINP3) to 1.52 (INFOl), indicating substantial 
variance in responses. Reliability coefficient estimates ranged from .85 (CMPT) to .96 
(CUSO), exceeding the value of .80 necessary for empirical research (Straub, 1989) and .70 
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Table 4.4. Scale reliability coefficients for study scales (N=236) 
Item Meana Standard Item-to-total Cronbach 
deviation correlation a 
Information sharing (INFO) .92 
INFOl 4.737 1.518 .81 
INF02 4.805 1.500 .81 
INF03 4.494 1.454 .80 
INF04 4.453 1.388 .79 
INFOS 4.731 1.468 .79 
Restaurant involvement (REIN) .91 
REIN1 4.828 1.333 .72 
REIN2 4.737 1.481 .80 
REIN3 4.875 1.383 .79 
REIN4 4.517 1.469 .76 
REINS 4.998 1.453 .76 
Customer orientation (CUSO) .96 
CUSOl 5.720 1.392 .87 
CUS02 5.723 1.372 .90 
CUS03 5.712 1.369 .91 
CUS04 5.513 1.329 .84 
CUS05 5.765 1.398 .87 
Competitor orientation (COMO) .91 
COMOl 5.487 1.296 .78 
C0M02 5.309 1.309 .80 
C0M03 5.403 1.273 .84 
C0M04 5.593 1.351 .76 
Training orientation (TRAO) .93 
TRAOl 5.699 1.278 .82 
TRA02 5.402 1.309 .80 
TRA03 5.525 1.313 .81 
TRA06 5.557 1.267 .78 
TRA07 5.716 1.248 .87 
TRA09 5.725 1.274 .76 
a Item scores range from 1 to 7. 
Table 4.4. (Continued) 
Item Meana Standard Item-to-total Cronbach 
deviation correlation a 
Supplier product quality performance (SUQP) .91 
SUQP1 5.449 1.023 .82 
SUQP2 5.446 1.033 .82 
SUQP3 5.420 1.059 .80 
Supplier delivery performance (SUDP) .92 
SUDP1 5.311 1.083 .84 
SUDP2 5.348 1.000 .82 
SUDP3 5.307 1.082 .83 
Product/service quality performance (PRSQ) .91 
PRSQ2 5.530 1.058 .80 
PRSQ3 5.547 .995 .84 
PRSQ4 5.614 1.034 .83 
Customer relationship performance (CURP) .88 
CURP1 5.598 .982 .74 
CURP2 5.695 .918 .80 
CURP3 5.809 .924 .75 
CURP4 5.691 .960 .69 
Financial performance (FINP) .93 
FINP1 5.831 .859 .82 
FINP2 5.886 .850 .86 
FINP3 5.907 .840 .81 
FINP4 5.903 .842 .84 
Competition intensity (CMPT) .85 
CMPT1 5.645 1.126 .67 
CMPT2 5.610 1.119 .72 
CMPT3 5.524 1.070 .67 
CMPT4 5.295 1.158 .69 
a Item scores range from 1 to 7. 
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suggested by Kline (1998) and Nunnally (1978). These high alpha coefficients indicated 
strong internal consistency of items and suggested that the sampling domain was adequately 
captured (Churchill, 1979). 
Validity check 
The subjective measures of financial success of the restaurants (i.e., profit margins, 
ROE, net profits, and overall profitability) were desired to have empirical validity as they 
were used as the key dependent variables in this study. To this end, the subjective measures 
of financial success for each restaurant were correlated to the restaurant's reported annual 
sales volume that was furnished by the database. The correlation ranged from .16 to .32, all 
statistically significant (p < .05), providing evidence for the empirical validity of the 
subjective approach to measuring financial success of restaurants in this study. 
Second-Order Confirmatory Factor Analysis 
Second-order CFA was performed to assess whether correlations among the seven 
first-order factors could in turn be represented by the three second-order factors (SROBs, 
CROBs, and SURP). A second-order factor measurement model was estimated in which 
each item was restricted to load on its a priori specified factor and the second-order factors 
themselves were allowed to correlate. The sample variance-covariance matrix was used as 
input and maximum likelihood estimation was used to compute model parameters (Jôreskog 
& Sôrbom, 1984). 
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Table 4.5. Factors and indicators used in the second-order CFA 
Second order 
factors 
Subdimensions 
(first-order factors) 
Indicators 
(no. of items) 
SROBs 
CROBs 
SURP 
INFO 
REIN 
CUSO 
COMO 
TRAO 
SUQP 
SUDP 
INFOl-INFOS (5) 
REIN1-REINS (5) 
CUS01-CUS05 (5) 
C0M01-C0M04 (4) 
TRA01-TRA09 (6)a 
SUQP1-SUQP3 (3) 
SUDP1-SUDP3 (3) 
Total 
' the remaining 6 items (TRAO 1, 2, 3, 6, 7, and 9). 
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The second-order CFA was performed with 31 items of seven subdimensions (first-
order factors) and three second-order factors (Table 4.5). The second-order CFA resulted in 
an acceptable model: %2 (424) = 460.62, p >. 11 ; GFI = .89; AGFI = .87; RMSEA =.01 ; NFI = 
.92; NNFI = .99; CFI = .99. 
As shown in Table 4.6, the second-order factor loadings (ys) were statistically 
significant (p < .01) and ranged from .79 to .94 (2nd column), surpassing the value of .50 
suggested by Byrne (1998). These results suggest that the first-order factors were well 
explained by the second-order factors. The squared multiple correlations (SMCs: R2) for 
second-order factors (e.g., INFO, REIN, etc.) ranged from .63 to .88 (3rd column) and 
exceeded the suggested point of .50 (Diamantopoulous & Siguaw, 2000), indicating that a 
substantial proportion of variance in the first order factors could be explained by their 
second-order factors. 
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Table 4.6. Parameter estimation for the second-order factor measurement model 
Second order Second-order R2 for First-order R2 for the 
factors factor structural indicators 
loadings(y)3 equations factors Measures Xa 
.79 (9.45) .63 INFO INFOl .82 (-—b) .67 
INF02 .85 (15.02) .72 
VI ') INFOS .85 (14.96) .72 
INF04 .84(14.98) .70 
SROBs INFOS .76(13.15) .58 
it^w IsU 
.94 (9.53) .88 REIN REIN 1 .73 (—-b) .53 
OA REIN2 .82(12.07) .67 
REINS .77(11.37) .59 
REIN4 .74(10.92) .54 
REIN5 .80(11.87) .64 
.89 (14.50) .80 CUSO CUSOl .90 (—~b) .81 
(r|3) CUS02 .92 (23.29) .85 
CUSOS .93 (23.93) .87 
CUS04 .80(16.95) .65 
CUS05 .89 (21.28) .79 
CROBs 
(%2) .90(12.77) .81 COMO COMOl .82 (—b) .67 
(r|4) C0M02 .76 (12.72) .58 
COMOS .78(12.99) .60 
C0M04 .74(11.18) .54 
.88(11.97) .77 TRAO TRAOl .79 (--b) .63 
0l5) 
TRA02 .77 (9.75) .59 
TRAOS .78(10.44) .60 
TRA06 .82(13.51) .67 
TRA07 .76(12.41) .58 
TRA09 .76 (9.98) .58 
.86(11.14) .73 SUQP SUQP1 .88 (—b) .77 
0l6) 
SUQP2 .90(18.53) .80 
SURP SUQP3 .84 (16.83) .71 
(43) 
.88 (10.23) .77 SUDP SUDP1 .78 (— ) .60 
0l7) SUDP2 .86(14.14) .75 
SUDP3 .90(14.64) .81 
Note: All values of ys & Xs are significant (p < .01). 
a indicates standardized factor loadings (/-values in parentheses). 
b indicates that parameter values were fixed at 1.0 (thus, /-values were not calculated). 
The first-order factor loadings (Xs) also were significant (p <.01), ranging from .73 to 
.93 (6th column). The R2 values for the indicators fell between .53 and .87 (7th column), 
exceeding the suggested value of .50 (Diamantopoulous & Siguaw, 2000). All error terms 
for the indicators were statistically significant (p < .01), indicating that it is reasonable to 
suspect the existence of random error rather than specification error in the measurement. In 
summary, the second-order factor measurement model was supported by the current data. 
Note that to obtain a more favorable relationship between our sample size and the 
number of parameters to be estimated, an additional simplification of our second-order factor 
structure was conducted (Homburg & Pflesser, 2000). More specifically, seven first-order 
factor items were summed within each second-order factor (SROBs, CROBs, and SURP) for 
subsequent analyses (Bollen, 1989). That is, each of the seven first-order factors was 
summed to form a single indicator to be loaded on the second—order factors that became the 
first-order factors in the new analyses. For example, the two subdimensions (two first-order 
factors: INFO & REIN) of SROBs became two single summative indicators for SROBs. 
These reliabilities suggest that the parsimony obtained by collapsing the original reported 
items resulted in little loss of variance explained. 
First-Order Confirmatory Factor Analysis 
Assessment of the measurement model 
Two control variables, competitive intensity (CMPT) and firm size (NOEM), were 
incorporated in the proposed model. Because NOEM was measured with a single item, it has 
no random measurement error. Thus, an estimate of error variance was needed. The error 
term thêta epsilon (s) for the indicator of the NOEM was fixed at (1 -a) a2, where a = 
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reliability and o2 = variance (Anderson & Gerbing, 1988). Joreskog and Sôrbom (2001) 
suggest that a reliability of .85 is typically a better assumption than an arbitrary value of 1.00. 
The assumed reliability of .85 is the lowest a value among our measures (CMPT a =.85), as 
shown in Table 4.4. This method has been empirically used by researchers (Crosby, Evans, 
& Cowles, 1990; Lusch & Brown, 1996). Thus, the error variance was held fixed at .03 ({1-
.85} x .183 {a2}). Note that NEOM was log-transformed for further analysis. 
CFA was performed with LISREL 8.5 using the sample variance-covariance matrix 
as input and a ML estimation solution on the 23 items: five items for two exogenous 
variables (two for SROBs; three for CROBs), 13 items for four endogenous variables (two 
for SURP; three for PRSQ; four for CURP; four for FINP), and five items for two control 
variables (one for NOEM; four for CMPT) (Table 4.7). These control variables were 
specified to have a direct effect on FINP. 
The overall fit of the measurement model and the significant individual parameters 
indicated that the measurement model was acceptable. Results indicated that the overall 
model fit was adequate: %2 (203) = 188.1, p > .77; GFI = .94; AGFI = .91; RMSEA = .00; 
NFI = .95; NNFI = 1.00; CFI = 1.00. All indicators loaded significantly (p < .01) on the 
latent variables that they were intended to represent (X = .73 to 91), providing evidence of 
convergent validity (Table 4.7). The R2 for the indicators ranged from .53 to .84 and 
exceeded the recommended minimum of .50, indicating that all indicators were reliable. All 
error variances of the indicators were significant (p < .01). 
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Table 4.7. The measurement model results 
Variables Parameter estimates R2 Construct Variance 
loading3 Error (SMC) reliability extracted 
SROBs .71 .68 
XI (INFO) .77 (-—b) .41 .59 
X2 (REIN) .88 (9.28) .22 .78 
CROBs .83 .73 
X3 (CUSO) .91 ( b) .18 .82 
X4 (COMO) .83 (16.14) .30 .70 
X5 (TRAO) .81 (15.57) .34 .66 
SURP .78 .68 
Y1 (SUQP) .86 ( b) .25 .75 
Y2 (SUDP) .78 (10.70) .39 .61 
PRSQ .91 .88 
Y3 (PRSQ2) .86 ( b) .26 .74 
Y4 (PRSQ3) .91 (18.42) .18 .82 
Y5 (PRSQ4) .88 (17.67) .22 .78 
CURP .89 .66 
Y6 (CURP!) .81 ( ") .35 .65 
Y7 (CURP2) .88 (14.94) .23 .77 
Y8 (CURP3) .83 (14.01) .32 .68 
Y9 (CURP4) .73 (12.03) .46 .54 
FINP .94 .77 
YlO(FINPl) .86 ( b) .26 .74 
Yll (FINP2) .91 (19.08) .17 .83 
Y12 (FINP3) .85 (17.08) .27 .73 
Y13 (FINP4) .89 (18.32) .21 .79 
CMPT .84 .56 
Y14 (CMPT1) .74 (—b) .45 .55 
Y15 (CMPT2) .79 (10.80) .38 .62 
Y16 (CMPT3) .74(10.32) .45 .55 
Y17 (CMPT4) .73 (10.16) .47 .53 
NOEM 
Y18 (NOEM) .91 .16 c .84 .84 .84 
Note: All values for Xs, 8s, and ss are standardized and significant (p < .01). 
a /-values in parentheses. 
b parameter values were fixed at 1.0. 
c fixed at (1-a) a2 = .03. 
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Correlations 
Pearson's product moment correlations among 23 items used in SEM were computed. 
With the exception of the correlations with two control variables, all correlations were 
significant (p < .01). Means ranged from 1.40 to 5.90 and standard deviations ranged from 
.43 to 1.28. Significance level requirement was .05. Correlations among research variables 
with means and standard deviations are presented in Appendix D. 
Construct reliability 
A high construct (composite) reliability provides confidence that the individual items 
were consistently measuring their constructs (Fomell & Larcker, 1981). As shown in Table 
4.7, construct reliability was above the suggested cut-off level of .60 (Bagozzi & Yi, 1988) 
for all constructs, supporting the conclusions that all measurements of constructs were 
reliable. 
Construct validity 
Convergent validity was examined by calculating the amounts of average variance 
extracted (AVE). By convention, a value above 50% provides support for convergent 
validity (Fomell & Larcker, 1981; Anderson & Gerbing, 1988). The AVE values for all 
constructs exceeded the suggested cut-off level of .50 (.56 to .88), indicating that a 
substantially high amount of variance in the indicators was captured by each construct 
compared to that accounted for by measurement error (Table 4.7). High and significant 
factor loadings for each latent variable also provided convergent validity. 
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The most common test of discriminant validity is to examine the confidence interval 
(two standard errors) around the correlation estimates between any two constructs. When the 
confidence interval does not include 1, discriminant validity is present (Anderson & Gerbing, 
1988). The 95% confidence interval of any inter-construct correlation did not include 1, 
supporting the conclusion of discriminant validity. Another test for discriminant validity is 
to examine whether the average variance extracted exceeds the squared correlations between 
all pairs of the constructs (Fomell & Larcker, 1981). The AVE for each construct exceeded 
the squared correlation between factor pairs, again providing evidence of discriminant 
validity of the scales (Table 4.8). 
Assessment of the structural model 
The model fit indices provided support for the soundness of the model's measurement 
properties by revealing strong evidence of reliability and validity for the model constructs. 
The overall structural model (Figure 2.1) exhibited a good level of fit: x2 (219) = 224.70, p > 
.38; GFI = .92; AGFI = .91; RMSEA = .00; NFI = .94; NNFI = 1.00; CFI = 1.00. The R2 for 
constructs were .27 for SURP, .52 for PRSQ, .32 for CURP, and .52 for FINP. These results 
indicated that the variance of PRSQ, CURP, and FINP was explained by the model to a 
substantial degree, though the explained variance was not as much for SURP as for the other 
three constructs. These low R2 values for SURP and CURP could mean weak relationships 
between the latent variables and their indicators. 
Table 4.8. Construct correlations, average variance extracted (AVE), and squared correlations between constructs 
Mean SD 1 2 3 4 5 6 7 8 
1. SROBs 4.72 1.14 .68 .12 .23 .30 .17 .23 .03 .02 
2. CROBs 5.58 1.07 .34** .73 .18 .28 .26 .18 .00 .02 
3. SURP 5.38 .88 .48** 43** .68 .40 .20 .37 .00 .02 
4. PRSQ 5.56 .81 .55** .53** .63** .88 .24 .41 .00 .01 
5. CURP 5.70 .81 42 ** .51** .45** .49** .66 .28 .00 .01 
6. FINP 5.88 .77 .48** .42** .61** .64** .53** .77 .02 .01 
7. CMPT 5.52 .93 .18* -.04 .02 .05 .05 .13* .56 .00 
8. NOEM a 1.40 a .43 .15* .13* .14* .12* .07 .11 -.02 .84 
Note: The diagonal (bold) entries are the AVE for each construct (as shown in Table 4.7); entries above the diagonal are the 
squared correlations between all pairs of constructs; entries below the diagonal are correlations between constructs. 
Note: All measures, except for NOEM, used a seven-point scale. 
a was log-transformed. 
** p < .01. 
* p < .05. 
SROBs=supplier relationship-oriented behaviors; CROBs=customer relationship-oriented behaviors; SURP=supplier relationship 
performance; PRSQ=product and service quality performance; CURP=customer relationship performance; FINP=financial 
performance; CMPT=competitive intensity; NOEM=number of employees 
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Hypothesis testing 
The structural path coefficients (y & |3) were used to test Hypotheses 1 through 9. 
Because all hypotheses are directional, a one-tailed test was used. All relationships predicted 
in the structural model were found to be in the proposed direction; they were positive, that is, 
indicating that increased SROBs and CROBs positively affected relationship performance 
outcomes such as SURP, PRSQ, and CURP, which, in turn, positively affected FINP. All 
path coefficients were statistically significant (p < .01) and ranged from .21 (P43) to .52 (yn). 
Parameter estimates are summarized in Table 4.9, including path coefficients (estimates) with 
/-values and standard errors. 
Hypotheses 1 through 4 were related to relationships between firms' relationship 
oriented-behaviors and relationship performance outcomes. Hypothesis 1 proposed that 
supplier relationship-oriented behaviors (SROBs) would be positively related to supplier 
relationship performance (SURP) in product and service quality and delivery. SROBs 
affected SURP positively and significantly (p < .01), supporting Hypothesis 1. Hypothesis 2 
predicted a positive relationship between supplier relationship-oriented behaviors (SROBs) 
Table 4.9. Hypothesis test results 
Paths Symbol Standardized parameter estimates Hypothesis 
Estimate /-value Standard error result 
SROBs-»SURP (HI) Tn .52 4.42 .07 Support 
SROBs->PRSQ (H2) l2\ .28 3.47 .07 Support 
CROBs^PRSQ (H3) Ï32 .30 4.71 .05 Support 
CROBs-»CURP (H4) 742 .34 4.55 .05 Support 
SURP-»PRSQ (H5) P2I .38 4.82 .09 Support 
PRSQ-»CURP (H6) P32 .32 4.27 .07 Support 
SURP-»FINP (H7) 041 .31 4.01 .07 Support 
PRSQ^FINP (H8) ^42 .35 4.27 .07 Support 
CURP^FINP (H9) P43 .21 3.32 .06 Support 
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and product and service quality performance (PRSQ). The test resulted in a significant (p < 
.01) relationship as predicted. Hypothesis 3 posited a positive relationship between customer 
relationship-oriented behaviors (CROBs) and PRSQ. A significant (p < .01) and positive 
relationship supported Hypothesis 3. Hypothesis 4 predicted a positive relationship between 
CROBs and customer relationship performance (CURP). The finding of a significant (p < 
.01) relationship supported Hypothesis 4. 
Hypotheses 5 and 6 considered relationships among relationship performance 
outcomes. Hypothesis 5 predicted a positive relationship between SURP and PRSQ, which 
was confirmed by the significant (p < .01) path coefficient. Hypothesis 6 predicted that 
PRSQ would be positively related to CURP. The positive relationship between PRSQ and 
CURP was significant (p < .01), as predicted in Hypothesis 6. 
Hypotheses 7 through 9 involved relationships between relationship performance 
outcomes and financial performance. Hypothesis 7 stated that SURP would be positively 
related to FINP. This relationship was significant (p < .01), as predicted. The positive 
association of PRSQ with FINP also was found to be significant (p < .01), supporting 
Hypothesis 8. Hypothesis 9 proposed a positive relationship between CURP and FINP, 
which was supported by a significant (p < .01) path. For the two control variables, 
competitive intensity (CMPT) affected FINP significantly (p < .01), whereas no significant (p 
> .01) impact of NOEM on FINP was found. 
The standardized solution estimated by LISREL 8.5 was used for interpreting the 
structural relationship results. As implied by the path coefficients, for example, SROBs 
exerted a strong and direct influence on supplier performance quality (SURP) in terms of 
product/service quality and delivery. Overall, results suggest that SROBs and CROBs played 
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an important role in increasing relationship performance outcomes and financial performance 
of independent restaurants. On the other hand, NOEM was found to exert no influence on 
financial performance. 
Decomposition of effects 
To gain further insight into all structural relationships, the total effects for 
relationship-oriented behaviors and relationship performance outcomes were decomposed 
into direct and indirect effects. An indirect effect is the effect of an independent variable on 
a dependent variable that is mediated by one or more intervening variables. The sum of 
direct and indirect effects equals the total effect. Significant indirect effects reflect the 
presence of mediated relationships (Bryman & Cramer, 1994). Such analyses allow one to 
assess the strength of structural relationships and the mediating effects. Table 4.10 presents 
the total, indirect, and direct effects. 
Overall, results revealed a mediating role of SURP, PRSQ, and CURP between 
relationship-oriented behaviors (e.g., SROBs and CROBs) and FINP. SROBs, for example, 
indirectly and significantly (p < .01) affected PRSQ, CURP, and FINP and CROBs had a 
significant indirect effect on CURP and FINP (p< .01). Similar indirect effects were found 
with regard to SURP and PRSQ. 
Employee Training 
One of the research purposes was to evaluate the role of employee training in 
restaurants' financial performance. The data showed that scheduling new employee training 
(TRA05) was considered highly important (M = 5.724; STD = 1.273) (Table 4.11). 
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Table 4.10. Decomposition of direct, indirect, and total effectsa 
Independent Dependent Total Indirect Direct 
variables variables effects b effects effects 
SROBs SURP .52 (6.43) = .52 (6.43) 
SROBs PRSQ .47 (6.29) .19(4.08) .28 (3.47) 
CROBs PRSQ .30(4.71) .30 (4.71) 
SURP PRSQ .38 (4.82) .38 (4.82) 
SROBs CURP .15(3.59) .15 (3.59) — — —  
CROBs CURP .44 (6.12) .10(3.25) .34 (4.55) 
SURP CURP .12 (3.25) .12(3.25) 
PRSQ CURP .32 (4.27) .32 (4.27) 
SROBs FINP .36 (6.29) .36 (6.29) — — —  
CROBs FINP .19(4.88) .19(4.88) 
SURP FINP .47 (6.17) .16(3.85) .31 (4.01) 
PRSQ FINP .41 (5.39) .06 (2.72) .35 (4.27) 
CURP FINP .21 (3.32) .21 (3.32) 
CMPT FINP .18 (3.20) — — —  .18 (3.20) 
NOEM FINP .00 (-0.01) .00 (-0.01) 
a Total, indirect, and direct effects were standardized. 
b The direct and indirect effects may not sum to the total effect because of rounding. 
c /-values in parentheses. 
Table 4.11. Descriptive statistics of employee training orientation 
Variables a Mean 6 Standard deviation 
Scheduling new employee training (TRA05) 5.724 1.273 
Evaluating performance after training (TRA04) 5.716 1.248 
Helping understand customer needs (TRAOl) 5.699 1.277 
Providing interpersonal skill training (TRA02) 5.557 1.267 
Addressing customer complaints (TRA09) 5.525 1.313 
Learning to promote products/services (TRA07) 5.403 1.309 
Overall mean 5.604 
a The first six variables were used for testing the proposed structural model. 
b Item scores range from 1 = Not at all to 7 = To a great extent. 
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Ranked second was evaluating performance after training (M=5.716, SD=1.248). The 
variable TRA07, learning to promote products/services, had the lowest mean (M = 5.403; 
STD = 1.309). Restaurant employers generally responded "somewhat emphasized" on an 
employee training program with an overall mean of 5.604 (See above). As shown earlier, 
TRAO was found to be an important dimension of CROBs; the second-order factor loading 
was .77. Results of this study also indicated that CROBs had a significant indirect effect on 
FINP through PRSQ, CURP, or the two together. 
Discussion 
Most service firms recognize the importance of building cooperative relationships 
with suppliers (Dwyer et al., 1987; Gwinner et al., 1998; lacobucci & Ostrom 1996; Morgan 
& Hunt, 1994) and end customers (Berry, 1983; Crosby et al., 1990; Zeithaml, 2000). This 
study attempted to show that relationship-oriented behaviors in the context of B2B and B2C 
provide value to independent restaurant firms, adding to relationship performance as well as 
financial performance outcomes. A conceptual model was developed and tested to see 
whether relationship-oriented behaviors led to relationship performance outcomes. 
Results supported the usefulness of the framework that sought to synthesize concepts 
of both B2B and B2C relationship marketing/management, suggesting that restaurant firms 
need to pay more attention to the relationship value of suppliers and customers (Crosby, 
Evans, & Cowles, 1990; Dwyer et al., 1987; Gwinner et al., 1998; Morgan & Hunt, 1994). 
Results also suggest that building relationships with suppliers and customers plays an 
important role in providing value to restaurant firms and stakeholders such as suppliers and 
customers, leading to enhanced financial performance of the restaurant firms. 
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SROBs and consequences 
Results indicated that the relationship performance with suppliers was highly 
motivated by restaurant firms' information sharing (SROBs), which could prompt suppliers' 
activities and behaviors of creating value for restaurants and customers. SROBs of restaurant 
firms significantly affected supplier relationship performance (SURP) in supplied product 
and service quality as well as delivery. Suppliers' improved performance led to improved 
product and service quality (PRSQ) of restaurant firms for customers, suggesting that the 
extent to which restaurant firms' sharing of information with their suppliers and the 
involvement of these firms in supplier performance improvement can instill good faith or 
trust in suppliers. Consequently, restaurant firms can achieve higher product and service 
quality and long-term cost reductions through enhancement of suppliers' capabilities to input 
high quality products and services (Monczka et al., 1993). 
SROBs of restaurant firms play an important role in enhancing value for end 
customers, for example, by enhancing customer relationship performance (CURP). SROBs 
indirectly but significantly affected CURP through PRSQ. This result suggests that customer 
value can be achieved by a joint effort of restaurant firms along with their suppliers. This 
phenomenon also can be explained by the fact that the quality (e.g., product and delivery) of 
purchased items from suppliers can be a key consideration in evaluating supplier 
performance and a goal that may be achieved through development of strong relationships 
between restaurant firms and their suppliers (Landeros & Monczka, 1989; Larson, 1994). 
SROBs contributed to enhancing restaurant firms' value in terms of financial 
performance. The significant indirect effect of SROBs on FINP suggests that SROBs of 
restaurant firms may not be driven by direct benefits, such as saving purchasing costs in 
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connection with restaurant firms' financial performance. Rather, SROBs of restaurant firms 
may be strongly motivated by indirect benefits such as relationships outcomes that improve 
supplier performance, which in turn positively affects restaurant firms' product and service 
quality. 
SROBs in this study were focused on supplier performance improvement in product 
and service quality and delivery as well as on product and service quality performance of the 
restaurant firm. Previous studies conceptualized SROBs of buying firms as short-term 
benefits with an emphasis on products (Watts & Hahn, 1993). A more comprehensive 
conceptualization of SROBs in this study (e.g., information sharing and involvement) may 
help restaurant firms better understand the nature of cooperative and long-lasting 
relationships with suppliers while building SROBs. Furthermore, these results support the 
conclusion of previous conceptual work that building cooperative relationships with suppliers 
provides mutual benefits for all involved parties (Gait & Dale, 1991; Hahn et al., 1989, 
1990). 
CROBs and consequences 
CROBs were associated with PRSQ. Customer relationship-oriented firms focused 
their efforts on monitoring constantly changing market conditions. As a result, firms can 
reach a higher product and service quality level, better adjust their offerings to customers' 
needs, provide better products and services than their competitors, and offer good value in 
products and services to customers (Jaworski & Kohli, 1993; Kolhi & Jaworski, 1990; 
Narver & Slater, 1990). Therefore, proactive implementation of CROBs can help restaurant 
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firms develop a favorable firm image, based on customers' positive evaluations of products 
and services. 
Restaurant firms' CROBs were found to be a direct determinant of customer 
relationship performance outcomes (CURP). This result is consistent with results of previous 
studies (Kohli & Jaworski, 1990; Narver & Slater, 1990) that customer relationship-oriented 
firms provide a unifying focus of individual efforts to deliver customer value. By aligning 
their SROBs to continuously create superior customer value, restaurant firms can achieve 
higher customer satisfaction, customer retention, and customer loyalty (Baker & Sinkula, 
1999; Homburg & Pflesser, 2000), thereby enhancing competitive advantage. 
Product and service quality has been considered a key lever in the success of any 
firm. In the long run, quality of firm offerings relative to that of competitors is by far one of 
the most important factors affecting business performance (Buzzell & Gale, 1987). 
Although perhaps the most important single factor affecting firm performance, product and 
service quality's role in the financial performance of restaurant firms has received little 
research attention. Results of this study indicate that PRSQ of restaurant firms enhances 
CURP, thereby increasing FINP. Relationships among PRSQ, CURP, and FINP, as found in 
this study, are consistent with the basic tenet of relationship marketing: High product and 
service quality drives customer satisfaction and customer loyalty which in turn lead to firm 
profitability (Grônroos, 1990). 
The assumption that CROBs are an indirect antecedent of financial performance was 
supported. The results empirically support the notion that the relationship between CROBs 
and FINP is mediated by such mechanisms as SURP, PRSQ, and CURP (Matear et al., 2002; 
McNaughton et al., 2002). Although some researchers have reported a direct link between 
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CROBs and FINP (Kohli & Jaworski, 1990; Narver & Slater, 1990), the current study 
revealed only an indirect effect of CROBs on FINP. 
Financial performance of restaurant firms was affected significantly and directly by 
SURP, PRSQ, and CURP. These findings generally suggest that financial performance of 
restaurant firms reflects not only accomplishments stemming from strong relationships with 
both suppliers and customers but also accomplishments contributed by high product and 
service quality of the restaurant firms. 
Control variables and FINP 
As would be expected, competitive intensity (CMPT) was significantly (p < .01) 
associated with financial performance. This result is consistent with previous evidence 
(Jaworski & Kohli, 1993; Lusch & Laczniak, 1987; Narver & Slater, 1990; Venkatraman & 
Prescott, 1990) suggesting that restaurant firms' financial performance is further subject to 
the changing needs of the marketplace. That is, the positive relationship between CMPT and 
FINP suggests that restaurant firms might have appropriately adapted themselves to the 
competitive restaurant market environment. With regard to the influence of firm size 
(NOEM) on FINP, the association was inconsistent with previous findings (Lee, Lee, & 
Penning, 2001) of a significant relationship between NOEM and FINP. This inconsistency 
might have resulted from measurement error. 
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CHAPTER V. SUMMARY AND CONCLUSION 
Summary of Research 
The objective of this study was to investigate how SROBs and CROBs affect 
financial performance of a firm through three relationship performance outcome variables -
supplier relationship performance, product and service quality performance, and customer 
relationship performance. The study also attempted to explore the role of effective employee 
training in enhancing a firm's financial performance. To examine relationships among these 
variables, a conceptual model was developed and tested using independent restaurant firms. 
Six constructs - CROBs, SROBs, SURP, PRSQ, CURP, and FINP - have been 
recognized as important variables in the context of B2B and B2C in developing a conceptual 
model. The literature review of these areas suggested the importance of investigating SROBs 
and CROBs, along with their impact on relationship performance outcomes and financial 
performance. Based on the B2B and B2C relationship marketing literature, nine hypotheses 
regarding possible causal links among these variables were developed. SROBs and CROBs 
were hypothesized to affect relationship performance outcomes directly. It also was 
expected that SURP would affect PRSQ, which directly affects CRUP. These relationship 
performance outcomes were presumed to affect financial performance. 
Approximately 63% of respondents held business or management-related degrees and 
about 30% hotel or restaurant management degrees. The responding sample was comprised 
of 55% presidents and 45% owners. On average, owners/presidents of restaurants reported 
43 employees, $1.9 million in annual sales, and 28 years in business. The values of KMO 
test exceeded the acceptable level of .70, indicating that the distribution of values was 
adequate for factor analysis. The BTS showed that chi-squares for all constructs were 
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significant (p < .01), indicating that the correlation matrix was not an identity matrix and was 
therefore adequate for factor analysis. 
The overall fit of the measurement model and the significant individual parameters 
indicated that the measurement model was acceptable. The structural model exhibited a good 
level of fit. The structural path coefficients used to test Hypotheses 1 through 9 were 
significant (p < .01) and positive, supporting all relationships predicted in the structural 
model. Results also revealed mediating effects of SURP, PRSQ, and CURP. In addition, 
results showed that employee training was an important dimension of CROBs, which had an 
indirect effect on FINP through PRSQ, CURP, or together. 
This study attempted to show that relationship-oriented behaviors in the context of 
B2B and B2C relationships do provide value to independent restaurant firms. A conceptual 
model was developed and tested to see whether relationship-oriented behaviors determine 
relationship performance outcomes and in turn financial performance. Results supported the 
need for a framework to synthesize concepts from both B2B and B2C relationship 
marketing/management, suggesting that desirable firm performance can be achieved by 
providing value for stakeholders such as suppliers and customers. The proposed model also 
can be used as an operational or marketing tool to identify where opportunities exist to make 
relationships with suppliers and customers even more profitable. 
Implications 
Theoretical implications 
A variety of research and managerial implications derive from the findings of this 
study, which underscore the usefulness of the proposed theoretical framework for 
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understanding relationship-oriented behaviors of restaurant firms. No prior attempt has 
integrated supplier and customer relationship-oriented behaviors simultaneously into a single 
theoretical framework as has been done in this study. Notably, restaurant firms can enhance 
their performance by building appropriate relational behaviors with their external suppliers 
and end customers. SROBs and CROBs may not be independent of each other in achieving 
high firm performance; instead, competitive advantages of restaurant firms may result from 
implementing the two relationship oriented-behaviors simultaneously. 
It has been believed that "relationship marketing is powerful in theory but troubled in 
practice" (Fournier, Dobscha, & Mick, 1998, p.44). Berry (1995) emphasized that service 
firms need to pursue relationship marketing strategies because of differences in customer 
proneness to loyalty. Jackson (1985) reports that service firms need to practice relationship 
marketing because of differing customer orientations. These studies are based mainly on 
anecdotal evidence rather than systematic research. The results of this study provide 
empirical support for the value of relationship marketing/management theory by 
demonstrating that practical and significant meaningful relationships exist among SROBs, 
CROBs, SURP, PRSQ, CURP, and FINP. 
The current study added a new dimension, training orientation, for CROBs. This 
addition of TRAO as a new dimension of CROBs is very meaningful. TRAO may help 
researchers improve the quality of CROBs (Kohli & Jaworski, 1990) and better understand 
the complexities of CROBs. Providing employees with adequate training to do their jobs 
well can result in positive employee perceptions of a customer service culture and reduce 
obstacles to effective service performance (Lux, Jex, & Hansen, 1996). Building a customer 
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service culture and increasing customer service performance in a firm are important goals for 
implementing CROBs. 
Managerial implications 
Sharing the value created in a relationship between involved partners has been a 
major issue in the context of B2B relationships. Lower prices and operating costs for buying 
firms and lower operating costs for supplying firms can reflect such value (Wilson, 1995). 
Suppliers can create value by gaining knowledge and information that may facilitate their 
processes and products. To suppliers, knowledge and information obtained from the partner 
restaurant firm can be the most valuable outcome of the supplier-restaurant relationship. 
Conversely, restaurant firms can enhance their own value from relationships with suppliers. 
Among the links between relationship performance outcomes (SURP, PRSQ, and 
CURP) and financial performance, SURP has the strongest effect on FINP in terms of the 
total effects. This result encourages restaurant firms to achieve a unique advantage by 
building a good relationship with suppliers. Restaurant firm managers should recognize that 
good relationships with suppliers help the firms achieve a positional advantage in the 
marketplace and that this advantage depends on how they implement supplier relationship-
oriented behaviors. 
Independent restaurant firms have tended to overlook the importance of supplier 
relationships because of their industry characteristics, such as independent operations and 
small size. In Porter's (1985) value chain model, one of the four support activities, 
procurement, directly involves supplier management. The findings of this study emphasize 
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that an increased focus should be placed on effective coordination of restaurant firms' 
relationships with suppliers. 
The question "What capabilities can restaurant firms build to manage their 
performance successfully?" has been important to marketers and researchers as organizations 
pursue continuing economic prosperity. Increased performance of restaurant firms depends 
largely on the development of capabilities and organizational cultures that are necessary to 
understand customer needs and deliver the promised value. SROBs and CROBs are aspects 
of organizational capabilities and cultures that enable restaurant firms to provide superior 
customer values geared to high firm performance. Thus, customer-oriented firms with 
appropriate resources and capabilities can be best positioned to attract new customers and 
retain existing ones. 
Customer-related issues such as customer needs, customer complaints, and 
employees' interpersonal skills received the highest mean scores. Such findings imply that it 
is important for restaurant firms to establish customer care standards and that issues related to 
such standards should be the top priority in employee training. By training employees to 
appreciate customer care and to provide customers with high quality information about 
products and services, restaurant firms can help their customers make informed choices and 
solve customer problems effectively. Because employee training can ignite his/her passion 
for the job to deliver exceptional service to customers, restaurant firms should teach 
employees the skills needed to meet the specific business objective (i.e., customer 
satisfaction, customer loyalty, and profitability). 
Employee training has been regarded as a proven means to improve customer 
satisfaction and keep satisfied customers (Heskett et al., 1997). As employees become more 
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highly motivated and more highly skilled, so their task performance (e.g., customer service) 
improves, thereby improving organizational performance (e.g., financial performance). 
Furthermore, employee training can help customers change their attitudes and behaviors (i.e., 
customer education) with regard to a firm's product and service, because training can enable 
employees to transfer more learning, i.e., customer relationships and customer service, to the 
job. An example of customer education may include pre-sale and post-sale support and 
knowledge transfer. 
Finally, the proposed model in this study can be used as an operational or marketing 
tool to identify where opportunities exist to make relationships with suppliers and customers 
even more profitable. Restaurant firms can enhance their ability to successfully conduct 
business through relationships with suppliers and customers. In doing so, restaurant firms 
should first determine which areas management should concentrate on. Thus, the framework 
proposed in this study may add a competitive edge to restaurant firms seeking profitable 
relationships with suppliers and customers. 
Contribution of the Study 
The main contribution of this study is to demonstrate some applications of B2B and 
B2C relationships to the independent restaurant industry. This study also will provide a basis 
for training/educating employees and customers. First, an investigation of B2B relationships 
helps explain how restaurant firms can create value for their end customers through good 
relationships with suppliers. Firms' survival greatly depends on how strongly they build 
close relationships with suppliers. Despite challenges in working with different processes 
and policies across company boundaries, building collaborative relationships with suppliers 
79 
brings several benefits, including lower procurement costs and improved product and service 
quality. In particular, SROBs of restaurant firms help the firms react better to changes in the 
business environment, plan production, and work to meet customer demands. 
Second, because B2C relationship marketing/management is the application of 
customer information to build profitable customer relationships, close relationships with 
customers enable a firm to maximize the use of customer information, such as information on 
who and where they are; what, when, and how they buy; and how to increase the share of a 
loyal customer's business. Such information is obtained through knowing the customer by 
continuously refining insights into customer needs/behaviors, tailoring value propositions 
based on this knowledge, and focusing business resources on activities that build long-term 
customer and economic values. Consequently, understanding B2C relationships can (1) 
deepen restaurant firms' marketing, sales, and customer service capabilities by enabling the 
firms to improve consistency of customer care delivery, (2) centralize customer relationships 
across products, and (3) provide customer service and support through marketing techniques 
such as database marketing. 
Third, product and service quality serves as a key mechanism for incorporating B2B 
and B2C relationships, based on greater integration within and across organizations through 
better cross-functional communications and employee training. To satisfy end customers, 
restaurant firms should consistently improve product and service quality and train employees 
to create a service quality culture. Such restaurant firms' quality-oriented culture is 
important because it reflects the firms' ability to work effectively with customers, meet the 
needs of customers, and manage supply chains. 
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Fourth, the current study contributes to taking a strategic approach to the importance 
of employee training. Helping customers get more value from their relationships with 
service providers (e.g., firms and employees) is an important objective of employee training. 
Restaurant firms attempt to provide customers with high product and service quality through 
professional service skills and customer relationship skills embedded in personalized 
communication. The successful implementation of these skills depends largely on an 
effective employee training program. 
Finally, the current research helps independent restaurant operators recognize the 
significance of supply and customer relationship marketing/management in restaurant 
businesses, where the goal is to achieve high quality, meaningful customer/supplier contacts, 
better information sharing, and a responsive company culture (e.g., customer orientation). 
Since the early 1980s, the supply and demand curves in the economy have started switching 
over from a firm (seller)-driven economy to a customer (buyer)-driven economy. 
Accordingly, RM has emerged as a powerful business trend and will become deeply 
ingrained as a business strategy for most companies. However, small, privately-owned firms 
such as independent restaurants do not seem to execute appropriately supplier and customer 
relationship marketing/management because of their limited resources in areas such as 
human resources, finance, and technology. For example, development of customer 
relationship management technology (software) in the restaurant industry has been sparsely 
developed, compared to the lodging industry. 
81 
Limitations and Recommendations 
Limitations 
The findings and implications of the research should be considered in light of certain 
limitations that the study may have, despite considerable effort devoted to both data 
collection and construct validation. As noted in the methodology section, self-reported data 
were used to test the proposed model. The respondents' perceptions regarding the issues 
central to this study might contain subjective biases resulting from an implicit tendency of 
the respondents to report their firms' behaviors and operations in a desired direction with 
regard to what is supposed to be effective customer and supplier management practices. 
Another potential limitation of this study relates to sampling. Researchers used 
owners and presidents of independent restaurants with over $1 million in annual sales, which 
might have introduced selection bias that over-represented larger independent restaurants. 
Future research needs to include restaurants of smaller scale. 
Finally, the research design was cross-sectional, rather than longitudinal. Such 
research captures perceptions of restaurant owners and/or presidents at one time point. 
Although this may be helpful in predicting relationships among variables, cause-and-effect 
relationships could be better determined via a longitudinal study. 
Recommendations for future research 
This research was based on perceptions of one person per firm. However, the 
network of relationships with suppliers and customers involves many individuals within an 
organization. Future research should consider multiple informants or different individuals 
from the same organization. End customers of the restaurant firms may provide opinions as 
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to whether the restaurants are engaged in a healthy relationship with their customers. 
Likewise, suppliers can provide their opinions about the goodness of the relationship with the 
target restaurant. Such a representation of all involved partners is likely to provide more 
valid results. 
Although the proposed relationship behavior model addresses a critical void in 
previous relationship marketing research on B2B and B2C, additional work needs to be done 
to enhance researchers' and managers' understanding of the factors that affect restaurants' 
relationship performance outcomes. Variables chosen in this study, while important, are not 
exhaustive. The proposed relationship behavior model should be refined to represent long-
term supplier and customer relationships. For example, future research could consider the 
customer information process that strengthens customer relationships. 
In addition, the constructs of SROBs and CROBs have been operationalized from a 
behavioral perspective. However, they could be captured based alternatively on attitudes and 
beliefs. Thus, it is suggested that alternative conceptualizations of both constructs be 
examined in future research. 
Conclusions 
Although hospitality managers recognize that cooperative relationships with suppliers 
and customers allow hospitality firms to take a competitive position in the marketplace, few 
efforts have been made to develop a conceptual framework for understanding relationship-
oriented behaviors such as SROBs and CROBs. The present study incorporated supplier and 
customer relations management practices to understand how benefits of supplier and 
customer relationships are obtained and how such relationships affect financial performance. 
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In addition, what particular behaviors of a firm drive relationships with suppliers and 
customers was examined. A conceptual model of the relationships was tested using 
independent restaurant firms. 
Structural path coefficients were used to test Hypotheses 1 through 9. All path 
coefficients were significant (p < .01) and positive, supporting all relationships predicted in 
the structural model. Results also revealed the mediating effects of SURP, PRSQ, and 
CURP. SROBs indirectly (p < .01) affected PRSQ, CURP, and FINP. In addition, employee 
training was an important dimension of CROBs, and had a significant indirect effect on FINP 
through PRSQ, CURP, or the two together. 
Results showed that relationship-oriented behaviors in the context of B2B and B2C 
provided value to independent restaurant firms, supporting the need for a framework to 
synthesize concepts from both B2B and B2C relationships. These findings also empirically 
support assumptions of relationship marketing theory by demonstrating that there are 
practical and significant relationships among SROBs, SURP, CROBs, PRSQ, CURP, and 
FINP. Despite considerable effort devoted to both the data and construct validation phases to 
ensure data quality with encouraging results, the potential of survey biases could not be 
excluded because of respondents' perceptions of study variables. Future research needs to 
extend the proposed relationship behavior model and identify a framework that can better 
represent long-term supplier and customer relationships. 
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APPENDIX A. 
SURVEY INSTRUMENT 
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IOWA STATE UNIVERSITY College of  Family and Consumer Science 
Family and Consumer Sciences 
O F  S C I E N C E  A N D  T E C H N O L O G Y  
Educat ion and Studies  
l  052 l .cBaron Hal l  
Ames.  Iowa 5001 1-1 1 20 
Pll 51 5 2Q4-6444 
FX 515 294-4493 
FM fcseds@iastate .edu May 27, 2003 
Dear Restaurant Owner or President: 
We are conducting research regarding the impact of customer and supplier relationships on 
financial performance. Results of the study will help restaurant companies understand what they 
should do to build profitable relationships with customers and suppliers and how these 
relationships produce high financial performance. We will provide all respondents with a 
summary report. 
Enclosed is a questionnaire that you can fill out in about 15 minutes. Your participation is 
voluntary and the information you provide will be kept strictly confidential. The number on the 
top, left-hand corner of the questionnaire will be used for follow-up purposes and will be 
removed when data collection is completed. Please be assured that all data will be reported only 
as group findings. 
We appreciate your participation. Please complete the questionnaire within two (2) weeks and 
return it in the enclosed envelope. If you have any questions, please feel free to contact us. 
Sincerely, 
aemoon Oh, PhD Cheryl O. Hausafus, PhD 
PhD Candidate 
(515)232-0977 
kimyong@iastate.edu 
Associate Professor 
(515)294-5307 
haus(a)iastate.edu 
Associate Professor 
(515)294-7409 
hmoh@iastate.edu 
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Part I: The following questions are designed to understand your perceptions of customer/supplier 
relationship management practices in your restaurant business. Please circle the number that 
best indicates your opinion by using the following scales. 
A. Please indicate your opinions of how closely each statement describes your restaurant, using the 
scale provided. 
Strongly 
Disagree 
1. My restaurant strives to improve value we provide to 
our customers. 
2. Customer satisfaction is an important business objective. 
3. My restaurant attempts to understand customer needs. 
4. My restaurant measures customer satisfaction. 
5. My restaurant pays close attention to customer service. 
6. Managers share information about competitors' strategies. 
7. My restaurant responds to competitors' actions. 
8. Managers discuss competitors' strengths and strategies. 
9. My restaurant targets customers where we can develop a 
competitive advantage. 
2 
2 
2 
2 
2 
2 
2 
2 
Neutral 
4 
4 
4 
4 
4 
4 
4 
4 
Strongly 
Agree 
6 
6 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
7 
7 
B. To what extent does your restaurant's employee training program focus on the following aspects: 
Not 
At All 
To a 
Moderate 
Extent 
1. helping employees understand customer needs. 1 2 3 4 5 6 
2. providing interpersonal skill training to build 
customer relationships. 1 2 3 4 5 6 
3. developing technical skills to provide quality products/services 
for our customers. 1 2 3 4 5 6 
4. evaluating improved employee performance after training. 1 2 3 4 5 6 
5. scheduling new employee training. 1 2 3 4 5 6 
6. emphasizing team building to improve restaurant operations. 1 2 3 4 5 6 
7. learning to promote the quality of our products/services. 1 2 3 4 5 6 
8. recognizing employee career development opportunities. 1 2 3 4 5 6 
9. learning effective ways to address customer complaints. 1 2 3 4 5 6 
10. accessing a training manual. 1 2 3 4 5 6 
To a 
Great 
Extent 
7 
7 
7 
7 
7 
7 
7 
7 
7 
C. Please indicate the degree to which you agree/disagree with each of the following statements about 
information sharing with your suppliers. 
Strongly 
Disagree Neutral 
Strongly 
Agree 
1. We involve our suppliers when we introduce new menus. 
2. We share demand information with our suppliers. 
3. We share our performance information with our suppliers. 
4. We discuss our business strategy with our suppliers. 
5. Our suppliers are important sources of market information. 
2 
2 
2 
2 
2 
3 4 
3 4 
3 4 
3 4 
3 4 
5 6 7 
5 6 7 
5 6 7 
5 6 7 
5 6 7 
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D. In improving relationships with your suppliers, to what extent is your restaurant involved in: 
To a To a 
Not Moderate Great 
At All Extent Extent 
1. formal assessment of suppliers' performance. 1 2 3 4 5 6 7 
2. visiting suppliers to help improve their performance. 1 2 3 4 5 6 7 
3. helping suppliers solve their performance problems. 1 2 3 4 5 6 7 
4. training/educating suppliers' personnel. 1 2 3 4 5 6 7 
5. providing guidelines/procedures to improve 
suppliers' performance. 1 2 3 4 5 6 7 
Part II: The following questions are to understand your perceptions of customer/supplier relationship 
outcomes and of the restaurant industry environment. Please circle the number that best 
indicates your opinion by using the following scales. 
A. Please indicate the extent to which your restaurant performs relative to your expectations. 
1. Customer satisfaction 
2. Customer retention 
3. Customer loyalty 
4. Ability to charge a premium price for products/services 
5. Market share 
6. Profit margins (net income divided by sales) 
7. Return on equity (net income divided by owner investment) 
8. Net profits (total revenues minus total costs) 
9. Overall profitability 
10. New product (menu items) sales 
Much 
Below 
Expectations 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
Much 
As Above 
Expected Expectations 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
6 
6 
6 
6 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
B. Please evaluate the product/service quality of your MAJOR suppliers and their delivery 
performance in each of the following areas. 
Strongly 
Disagree 
1. Their products are of high quality. 
2. Their products meet my restaurant's quality standard. 
3. Their products exceed my restaurant's quality expectations. 
4. They deliver supplies in a timely manner. 
5. Their deliveries are reliable. 
6. They have products/services readily available as requested. 
Neutral 
4 
4 
4 
4 
4 
4 
Strongly 
Agree 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
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C. Please indicate the extent to which you agree/disagree with regard to the following statements. 
Strongly 
Disagree Neutral 
Strongly 
Agree 
1. Our customers praise our product/service quality. 
2. The quality of my restaurant's products/services is better than 
that of my major competitors. 
3. My customers are convinced that my restaurant offers 
good value in products/services. 
4. My customers are convinced that my restaurant offers 
high quality products/services. 
5. Competition in the restaurant industry is cutthroat. 
6. There are many promotion wars in the restaurant industry. 
7. My restaurant can readily match anything that a competitor 
can offer. 
8. Price competition is a hallmark of the restaurant industry. 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
6 
6 
6 
6 
6 
6 
6 
6 
7 
7 
7 
7 
7 
7 
7 
7 
Part III: Please provide us the following information about your restaurant business. 
1. How many full-time employees are employed by your restaurant(s)? employees 
2. How many restaurants do you currently operate? restaurant(s) 
3. The following questions refer to your advanced training and/or education: 
(a) Have you obtained any training certificates? Yes No 
If yes, please specify (Names of 
certificates) : 
(b) Please check (V) all that apply. 
Degree/Specialty 
Business or 
Management 
Hotel or 
Restaurant 
Management 
Others 
Some college 
Associate's degree 
Bachelor's degree 
Graduate degree 
Would you like to receive a summary research report? Yes No 
If yes, please provide your address or e-mail (if available) on a separate piece of paper. 
Thank you for your cooperation! 
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APPENDIX B. 
ISU WEB-BASED TRAINING AND HUMAN SUBJECTS 
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IOWA STATE UNIVERSITY 
OF SCIENCE AND TECHNOLOGY 
Research and Advanced Studies 
Office of the Vice Provost 
2810 Beardshear Hall 
Ames, 1A 50011-2036 
515/294-8700 
FAX: 515/294-7288 
May 30, 2003 
This is to certify that Byong Yong Kim completed web-based training on the protection of 
human subjects in research. 
The web-based training covered the following topics: 
the historical perspectives of human subjects research 
the Belmont Report 
the federal regulations 
assurances of compliance 
Institutional Review Board (IRB) composition and duties 
elements of informed consent 
In addition, we provide access to the Belmont Report, the Iowa State University 
Federal Wide Assurance filed with the Office for Human Research Protections, ISU 
policies and procedures through the Human Subjects Research Office web site at 
http://grants-svr.admin.iastate.edu/VPR/humansubjects.html and other resources 
available on the World Wide Web. 
Rick Sharp Wolfgang Kliemann 
Associate Vice Provost for Research & 
Institutional Official Responsible for 
Human Subjects Research 
IRB Chair 
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IOWA STATE UNIVERSITY Inst i tut ional  Review Board 
Off ice  of  Research Compliance 
Vice Provost  for  Research and 
Advanced Studies  
2S10 Beardshear  Hal l  
Ames,  Iowa 50011-2036 
515 294-4566 
FAX 515 294-7288 
O F  S C I E N C E  A N D  T E C H N O L O G Y  
TO: Byeong Yong Kim 
FROM: Ginny Austin, LRB Coordinator 
RE: IRB ID # 03-567 
DATE REVIEWED: June 4, 2003 
The project, "The Impact of Customer and Supplier Relationship Oriented Behaviors on Firm 
Performance" has been declared exempt from Federal regulations as described in 45 CFR 
46.101(b)(2). 
(2) Research involving the use of educational tests (cognitive, diagnostic, aptitude, 
achievement), survey procedures, interview procedures or observation of public behavior, 
unless: (i) information obtained is recorded in such a manner that human subjects can be 
identified, directly or through identifiers linked to the subjects; and (ii) any disclosure of 
the human subjects' responses outside the research could reasonably place the subjects at 
risk of criminal or civil liability or be damaging to the subjects' financial standing, 
employability, or reputation. 
To be in compliance with ISU's Federal Wide Assurance through the Office of Human Research 
Protections (OHRP) all projects involving human subjects, must be reviewed by the Institutional 
Review Board (IRB). Only the IRB may determine if the project must follow the requirements of 
45 CFR 46 or is exempt from the requirements specified in this law. Therefore, all human subject 
projects must be submitted and reviewed by the IRB. 
Because this project is exempt it does not require further IRB review and is exempt from the 
Department of Health and Human Service (DHHS) regulations for the protection of human subjects. 
We do, however, urge you to protect the rights of your participants in the same ways that you would 
if IRB approval were required. This includes providing relevant information about the research to 
the participants. Although this project is exempt, you must carry out the research as proposed in the 
IRB application, including obtaining and documenting (signed) informed consent, if applicable to 
your project. 
Any modification of this research should be submitted to the IRB on a Continuation and/or 
Modification form to determine if the project still meets the Federal criteria for exemption. If it is 
determined that exemption is no longer warranted, then an IRB proposal will need to be submitted 
and approved before proceeding with data collection. 
cc: AESHM-HRIM 
HSRO/OCR 9/02 
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APPENDIX C. 
KMO, BTS, KURTOSIS, AND SKEWNESS TESTS 
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Table C-1. Results of KMO and Bartlett's test (N=236) 
Scale KMO Measure of Bartlett's Test 
Sampling adequacy x2 (df)a 
1. Supplier relationship-oriented behaviors (SROBs) .93 1755.01 (45) 
Factor 1: Information sharing (INFO) .90 44.18(10) 
Factor 2: Restaurant involvement (REIN) .87 41.55(10) 
2. Customer relationship oriented behaviors (CROBs) .93 3788.67(171) 
Factor 1 : Customer orientation (CUSO) .91 257.70(10) 
Factor 2: Competitor orientation (COMO) .84 633.30(6) 
Factor 3: Training orientation (TRAO) .84 1383.64 (45) 
3. Supplier relationship performance (SURP) .87 1101.57(15) 
Factor I : Product quality performance (SUQP) .75 457.87 (3) 
Factor 2: Delivery performance (SUDP) .76 97.55 (3) 
4. Customer relationship performance (CURP) .81 522.21 (10) 
5. Product/service quality performance (PRSQ) .75 489.21 (6) 
6. Financial performance (FINP) .86 763.42 (10) 
7. Competitive intensity (CMPT) .81 381.95 (6) 
*T3
 
A
 
o
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Table C-2. Kurtosis and Skewness (N=236) 
Variables Kurtosis Skewness 
Information sharing (INFO) 
Introducing new menus (INFO 1) -.407 -.430 
Sharing demand information (INF02) -.118 -.570 
Sharing performance information (INF03) -.617 -.287 
Discussing business strategy (INF04) -.424 -.389 
Providing market information (INFOS) -.305 -.390 
Restaurant involvement (REIN) 
Assessing suppliers'performance (REIN1) -.448 -.380 
Visiting suppliers (REIN2) -.845 -.253 
Solving performance problems (REIN3) .544 -.418 
Training suppliers' personnel (REIN4) -.886 -.180 
Providing guidelines/procedures (REINS) -.409 -.468 
Customer orientation (CUSO) 
Improving customer value (CUSOl) .772 -1.130 
Customer satisfaction 
as a business objective (CUS02) .916 -1.138 
Understanding customer needs (CUS03) .371 -1.033 
Measuring customer satisfaction (CUS04) .311 -.873 
Paying attention to customer service (CUS05) .717 -1.139 
Competitor orientation (COMO) 
Sharing competitors' strategy 
information (COMO 1) .105 -.787 
Responding to competitors' actions (C0M02) -.179 -.577 
Discussing competitors' strengths (C0M03) .669 -.841 
Developing a competitive advantage (C0M04) .744 -.993 
Training orientation (TRAO) 
Helping understand customer needs (TRAOl) .379 -.890 
Providing interpersonal skill training (TRA02) .528 -.790 
Developing technical skills (TRA03) .834 -.950 
Evaluating performance after training (TRA04) .056 -.613 
Scheduling new employee training (TRA05) -.582 .162 
Emphasizing team building (TRA06) .173 -.755 
Learning to promote products/services (TRA07) 1.415 -1.144 
Helping career development opportunities (TRA08) -.036 -.579 
Addressing customer complaints (TRA09) .555 - .979 
Accessing to a training manual (TRAO 10) .774 .165 
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Table C-2. (Continued) 
Variables Kurtosis Skewness 
Supplier product quality (SUQP) 
Presenting high quality (SUQP1) .464 .605 
Meeting restaurant's quality standard (SUQP2) .427 .609 
Exceeding restaurant's 
quality expectations (SUQP3) .177 .557 
Supplier delivery performance (SUDP) 
On-time delivery (SUDP1) -.101 .847 
Reliable delivery (SUDP2) .212 .511 
Products/services availability (SUDP3) .211 .681 
Product/service quality performance (PRSQ) 
Praising product/service quality (PRSQ1) -1.089 .148 
Better product/service quality (PRSQ2) .821 .928 
Offering good value (PRSQ3) .833 .876 
Offering high quality products (PRSQ4) .917 .934 
Customer relationship performance (CURP) 
Customer satisfaction (CURP1) -.158 .506 
Customer retention (CURP2) .116 .555 
Customer loyalty (CURP3) .036 .690 
Premium price charge (CURP4) -.088 .453 
Market share (CURP5) -.968 .178 
Financial performance (FINP) 
Profit margins (FINP1) -.227 .521 
Return on equity (FINP2) .439 .658 
Net profits (FINP3) .356 .698 
Overall profitability (FINP4) 1.066 .690 
New product sales (FINP5) -.427 .847 
Competitive intensity (CMPT) 
Cutthroat competition (CMPT1) -.338 .492 
Promotion wars (CMPT2) -.645 .380 
Readily matching anything that 
a competitor can offer (CMPT3) -.166 .473 
Price competition (CMPT4) -.239 .227 
Note: A kurtosis and skewness value between ± 1.0 is considered excellent and between ± 
2.0 acceptable (George & Mallery, 2001). 
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APPENDIX D. 
CORRELATION MATRIX 
Table D-1. Mean, standard deviation, and correlation matrix 
Mean SD INFO REIN CUSO COMO TRAO SUQP SUDP PRSQ2 PRSQ3 PRSQ4 CURP1 CURP2 
INFO 4.64 1.28 1.00 
REIN 4.79 1.22 .68** 1.00 
CUSO 5.69 1.27 .24** .27** 1.00 
COMO 5.45 1.16 .20** .25** .76** 1.00 
TRAO 5.60 1.12 .22** .26** 73** .69** 1.00 
SUQP 5.44 0.95 .32** .35** .30** .29** .31** 1.00 
SUDP 5.32 0.98 34** .35** .32** .32** .32** .67** 1.00 
PRSQ2 5.53 1.06 4^** 48** 46** .33** .38** 46** 40** 1.00 
PRSQ3 5.53 0.98 .35** .42** 45** .36** .36** .50** .45** .76** 1.00 
PRSQ4 5.61 1.03 .36** .39** .46** .35** .35** .46** .42** .76** .80** 1.00 
CURP1 5.60 0.98 24** .28** .38** .35** .35** 37** .34** 42** 44** .35** 1.00 
CURP2 5.69 0.92 27** .32** .36** .36** .36** .31** .26** .33* 40** .28** .71** 1.00 
CURP3 5.81 0.92 .23** .27** .38** .38** .38** .34** .23** .35** .36** 27** .63** 45** 
CURP4 5.69 0.96 29** 34** .32** .35** .32** .35** .25** .36** .41** .34** .61** .62** 
FINP1 5.83 0.86 34** 39** .36** 27** .31** .48** .41** 49** 46** .46** 42** 34** 
FINP2 5.89 0.85 .32** .34** .33** .27** .29** .47** 42** .54** .51** .52** .43** .38** 
FINP3 5.91 0.84 .35** .39** .41** .34** .35** .48** 44** .51** .50** .50** .46** .33** 
FINP4 5.90 0.84 .33** .36** .32** .26** .28** .46** 42** 46** .47** 47** .38** .36** 
CMPT1 5.61 1.13 .07 .10 .00 .02 .03 .06 .08 .06 .01 .08 .04 .15* 
CMPT2 5.61 1.12 .04 .05 -.00 -.01 .03 .01 .01 .02 .04 .00 .12 .10 
CMPT3 5.52 1.07 .11 .17** .06 .05 .06 .10 .12 .08 .09 .05 .10 .07 
CMPT4 5.29 1.16 .09 .10 .00 .01 -.02 .03 .01 .04 .08 -.03 .09 .12 
NOEM 1.40 0.43 .07 .14* .12 .06 .12 .12 .09 .10 .08 .12 .04 .03 
Note: Item scores range from 1 to 7. 
Note: NOEM was log-transformed. 
** p < .01. 
* p < .05. 
Table. D-2. (Continued) 
CURP3 CURP4 FINP1 FINP2 FINP3 FINP4 CMPT1 CMPT2 CMPT3 CMPT4 NOEM 
CURP3 1.00 
CURP4 .61** 1.00 
FINP1 .36** 39** 1.00 
FINP2 .40** .43** .78** 1.00 
FINP3 .41** 39** .75** .76** 1.00 
FINP4 .36** .35** 75** .82** .76** 1.00 
CMPT1 .12 .17* .20** .16* .19** 18** 1.00 
CMPT2 .08 .09 .14* 21** .17** .15* .61** 1.00 
CMPT3 .11 .16* .22** .13 .22** .20** .57** .56** 1.00 
CMPT4 .11 .12 .16* .17** .16* .15* .53** 64** .58** 
NOEM .08 .08 .08 .07 .11 .08 .11 .06 .10 
Note: Item scores range from 1 to 7. 
Note: NOEM was log-transformed. 
** p < .01. 
* p < .05. 
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